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LONDON STOCK EXCHANGE CHOOSES 
WINDOWS OVER LINUX FOR RELIABILITY 


Reliability Is Key in the 
*World's Capital Market” 


Tom Nagy for The Highly Reliable Times 


THE HEADQUARTERS BUILDING of the London Stock 
Exchange, located in London's Paternoster Square. 








By MICHAEL BETTENDORF 


LONDON, Oct. 2006 
When an IT system must 
process 15 million real-time 
messages per day, with peaks 
at 2,000 messages per second, 
even one second of downtime 
counts. That's the pressure 
the London Stock Exchange 
faced when building Infolect, 
the Exchange's real-time 
stock-ticker information de- 
livery system. 

The solution had to have 
rock-solid reliability, nothing 
less. "Reliability is one of the 
key attributes of the Exchange 
in its technology systems. 
These systems have to work 
every day, 24/7, to make sure 
the markets are there," said 
CIO David Lester, who evalu- 
ated both Linux and Micro- 
soft* Windows Server* 2003 
for the Exchange's core tech- 


BREAKING NEWS: 


nology systems. "We looked 
at a number of different plat- 
forms for our Technology 
Roadmap and we lined up 
our business requirements 
with the capabilities of those 
platforms and Windows 
Server was the clear choice.” 

In Lester’s view, long- 
term reliability is a function 
of a solid relationship: “We 
wanted a deep partnership 
with an organisation that 
could deliver the kind of 
mission-critical technology 
that we needed and we felt 
Microsoft delivered just that.” 

For the full London Stock 
Exchange case study, plus 
other case studies and inde- 
pendent research findings on 
the reliability of Windows 
Server versus Linux, visit us at 
microsoft.comlindialgetthefacts 


London Stock Exchange Achieves 
Record Reliability 


David Lester, Chief Information Officer of the London Stock 
Exchange, cites Windows Server as key to maintaining system 


reliability and performance. 


— Continued on Page B3. 
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From the Editor-in-Chief 


IFTEEN YEARS AGO, WHEN WE LAUNCHED 

Business Today, India was a very different 

country. A balance of payments crisis had 

just forced India to commit itself to struc- 

tural reforms, the Bombay Stock Exchange 
index, Sensex, was wallowing at 1,193 or so (April 
1), and the rupee had taken a dive to Rs 26 to a dol- 
lar on July 3, 1991 from Rs 18 just six months 
ago. The economy, on a decline since 1989, was all 
of $254-billion-big and largely driven by agriculture 
and industry. It didn’t seem like the perfect time to 
launch a business magazine, India’s third, but we did 
just the same. Happily for me, I’ve never had an 
occasion to regret the decision. 

The India that you and I live in today couldn't be 
any more different from the dark days of the early 
90s. The economy is on a roll, having clocked a 
9.1 per cent rate in the first half of this financial year. 
Record money is pouring into both our stock markets 
and industry. Beating everyone’s wildest expecta- 
tions, India has emerged as a global outsourcing 
destination not just for software and back office 
work, but also manufacturing. Not surprisingly, an 
impressive $4.4 billion has flowed into India in for- 
eign direct investment in the first half of this fiscal; 
this is in addition to the more than $7 billion that for- 
eign institutional investors, who have pushed the 
Sensex to close to 14,000 points, have invested in 
Indian stock markets so far this year. Indeed, no one 
could have imagined that India would produce 23 bil- 
lionaires, led by Arcelor-Mittal’s Lakshmi Niwas 
Mittal (rank: #5), on Forbes’ global rich list. 

But being a country of more than a billion people, 
India hasn’t benefited equally from the reforms. 
There are more than 380 million people in the coun- 
try who earn less than $1 a day; adult literacy rate at 
61 per cent is below that of a country like Rwanda 
(64.9 per cent); about 150 million people don’t have 
access to proper drinking water; and almost half the 
children below five years of age are underweight. 
India will need massive investments in schools, health- 
care, and sanitation if it has to keep the divides 
between the rich and the poor, and the literate and the 
illiterate, among others, from tearing the country’s 
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social fabric. The country will also need billions of dol- 
lars in physical infrastructure investment to allow 
industry to become even more competitive. 

It is evident that the government doesn’t have the 
wherewithal or even the expertise to effect such a for- 
midable change. The answer is, then, more reforms. 
In sectors where the government cannot abdicate its 
responsibilities—primary education and healthcare, for 
instance—it must devise means to encourage private 
sector participation, by allowing participants to earn 
an appropriate return on their investment. Let us 
not forget that the big reason why outsourcing became 
India’s growth engine is the availability of skilled 
and relatively cheap labour. If the boom has to con- 
tinue, then the millions of Indians who are currently 
barely literate must be made employable. 

The next 15 years are going to be vastly more 
exciting and that’s what this special issue is dedi- 
cated to. My own take is that you ain’t seen anything 
yet. Keep reading Business Today to find out. 
Meanwhile, wish you a great year ahead. 
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AROON PURIE 


HSBC Investments 


We'd like to introduce our 
Portfolio Management Services. 
So let's talk about a family famous for 


designing exclusive fragrances. 


The pursuit of excellence in 
designing fragrances 
Before we tell you why we're talking 
about a family famous for customising 
perfumes in an ad for portfolio 
management, let us tell you a bit about 
the family itself. Established in the 18th 
century in London, this family still makes 
T perfumes using the time-intensive 
<c infusion" technique, which involves placing 
two ot four herbs in oil or water for exactly 
"ten minutes before straining it. And that 
too, in a strictly temperature 
controlled environment. A few seconds: 
: or degrees here and there means 
bedlam:. Naturally, every perfume 
maker from this family has been 
an unrelenting perfectionist... 
Some may think they are. 
obsessive-compulsive, but not the. . 
personalities who commissioned 
the house for their personalised 
scents. King George IH and IV, Prince 
Rainier of Monaco; Grace Kelly, John 
F. Kennedy, George Clooney and Clint 
Eastwood, to name just a few. 
Now, if you're wondering what 
attracts celebrities to this famous 
house, the answer is simple: it's 
the house's commitment to 
understand its customers' personalities 


The pursuit of excellence in 
Portfolio Management 
Allow us to present our Portfolio Management 
Services, which aims to provide long-term 
wealth creation with active portfolio 
management. And at HSBC, we believe, 
just as it takes a committed perfectionist 
to design the perfect fragrance, it takes a 
master to bring out the very best in an 
investment, Which is where our portfolio 
managers come in. They are perfectionists 
too, and are just as obsessed. 
The one difference: their subject of 
obsession isn't fine fragrances, but 
investing. In other words, when you 
become a part of this financial 
service, our portfolio management 
| team will analyse your risk profile 
E andaccordingly custom design an 
f investment portfolio for you. With 
their local knowledge of capital 
markets coupled with the global 
strength and capabilities of the 
HSBC Group, you can expect 
nothing short of a rewarding 
partnership. Because you'll agree, 
whether it's the development of a 
customised fragrance or an 
investment portfolio, only 
meticulous concern will 
determine its quality. For details, 


and tailor the right fragrances for them. e-mail us at hsbcpms@hsbc.co.in 


HSBC É 


HSBC Portfolio Management Services 
www.hsbcinvestments.co.in 
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Message from the Prime Minister 


AM DELIGHTED TO CONVEY MY GREETINGS TO 

Business Today and its readers on the happy 

occasion of its 15th Anniversary. Indian busi- 

ness has come a long way in a short span of 

time. I salute the spirit of enterprise, creativity 
and hard work that Indian businessmen and profes- 
sionals have come to exemplify. 

These are good times for Indian business. Those 
who worried 15 years ago that Indian business would 
not be in a position to take on the challenge of glob- 
alisation have been decisively proved wrong. The 
Indian economy has experienced unprecedented 
change and growth in the last two decades. 
Business Today has reported extensively on the 
change that has characterised Indian business these 15 
years. | am confident that in the next 15 years also you 
will have a lot to write about change and transfor- 
mation of Indian business. There is a new sense of op- 
timism and a willingness to take risk and think big 
among the leaders of business in India today. After 
four years of above 8 per cent growth, which in itself 
is unprecedented in our history, our economy is 
poised to repeat this performance for another year. 

To all the successful entrepreneurs who have 
benefited from the process of economic growth, 
my advice is to treat their wealth as a societal trust 
and manage it for the welfare of the nation at large. 
Lord Keynes, analysing the role of capitalists in 
19th century Britain in his work The Economic 
Consequences of Peace, said “If the rich had spent 
their new wealth on their own enjoyments, the 
world would long ago have found such a regime 
intolerable. But like bees they saved and accumulated, 
not less to the advantage of the whole commu- 
nity... (they) were allowed to call the best part of the 
cake theirs and were theoretically free to consume it, 
on the tacit underlying condition that they con- 
sumed very little of it in practice. The duty of ‘sav- 
ing' became nine-tenths of virtue and the growth of 
the cake the object of true religion." 

Economic reforms have created a new world that 
simply did not exist earlier. Fifteen years ago you had 
to be in a queue, use influence and offer bribes to 
secure a telephone connection. Today, I find farmers, 
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vegetable vendors and plumbers using mobile phones. 
Nothing symbolises the change in our economy more 
strikingly than this. 

I do believe that India can do it. However, if we 
have to realise our full potential there is much work 
to be done. We have to invest in the capabilities of our 
people, making them more productive. We have to 
build world class infrastructure. We have to create a 
more open and efficient financial system, a system 
capable of generating the necessary financial 
resources needed for the rapid growth of our econ- 
omy. Above all, we must make the growth process 
more inclusive and more environment friendly. 

| am sure India can do it. I am sure Indians will 
do it. My best wishes to all your readers for the 
New Year. 

MANMOHAN SINGH 


VYHIW NVAIA 
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YEARS AFTER 
A READER'S GUIDE 


A quick word on our anniversary issue: it 
is divided into two sections, the Last 15 
Years and the Next 15. There are four 
sections in the first half—Economy, 
Business, The. Indian Middle Class, and 
India’s Poor—and each has its own sub- 
sections. Each of these sections also 
includes a data sheet and milestones of two 
pages each, and a guest column. The 
Next 15 Years section begins with an expert 
forecast on the Indian economy, followed 
by our own take on three big challenges 
ahead: the growing divide between haves 
and have-nots, effective governance, and 
globalisation. Once again, the sections 
are wrapped up with a guest column each. 
Providing the link between the Last and the 
Next 15 years is a poll of Indians on re- 
forms. The best part of the issue design is, 
however, that you can start with any sec- 
tion of your choice, since every one of 
them is meant to be a unit in itself. Of 
course, we open the issue with a retro- 
spective on 2006. Happy reading. 





Cover by Kapil 





4 LETTER FROM 
EDITOR-IN-CHIEF 


6 MESSAGE FROM 
THE PRIME MINISTER 





THE YEAR IN A. 


14 
24 


34 


42 


46 


52 


YEAR OF THE (BIG) DEAL 

India Inc.'s rising confidence level was evident 
from the sizes of its M&A deals; and 2006 
may have just been the inflexion point between 
adolescence and adulthood. 


NEWSMAKERS 
Those who hit the headlines in 2006 
(most of them for the right reasons). 


CORPORATE COMBAT 
The year gone by had its share of brawls in 
the boardroom, and some of them out of it. 


THE 2006 POLICY MANUAL 
Eight of the year's most far- 

reaching reforms on the policy front, 
in chronological order. 


WORDS OF WISDOM 

They all had something to say... global 
CEOs flying in, their Indian counterparts 
going overseas (and a few went 
overboard as well). 


MARKET TRACK 


Barring a few hiccups, it was a bumper 
year for the markets. 


BUSINESS TODAY SPECIAL 


= 


DETH ANNIVERSARY ISSUE 





-v 


YEARS AFTER 


http://www. business-today.com 


Editor-in-Chief: Aroon Purie 
Group Editorial Director: Prabhu Chawla 
Chief Executive Officer: Ashish Bagga 








dt O ARDY 


Managing Editor: R. Sridharan 
Executive Editor: Brian Carvalho 
Associate Editors: Clifford Alvares (Mumbai), Venkatesha Babu (Bangalore), 
Balaji Chandramouli (Delhi), Arnab Mitra (Delhi), K. Sai Srinivas (Delhi) 
Assistant Editors: Anand Adhikari (Mumbai), Shalini S. Dagar (Delhi), 
Krishna Gopalan (Mumbai), Rirwik Mukherjee (Kolkata), Archna Shukla (Delhi) 
Special agn rrr Shivani Lath (Mumbai), Kushan Mitra (Delhi), 
Amit Mukherjee (Delhi), E. Kumar Sharma (Hyderabad), Nitya Varadarajan (Chennai) 


Principal Correspondents: Deepti Khanna Bose (Mumbai), 

T.V. Mahalingam (Mumbai), Mahesh Nayak (Mumbai), 

Rahul Sachitanand (Bangalore), Pallavi Srivastava (Delhi) 

Senior Correspondents: Shaleen Agrawal (Delhi), Kapil Bajaj (Delhi), 
Aman Malik (Delhi), Shivangi Misra (Delhi) 
Copy Desk: Nipa Charagi (Chief Sub Editor), Roopali Joshi, Manu Kaushik 
Photo Department: Umesh Goswami (Chief Photographer), 
Vivan Mehra (Chief Photographer), Shamik Banerjee, Saptarshi Biswas, Soumik Kar, 
Raj Kumar, Deepak G. Pawar, Lalit Rana, Ritesh Sharma 
Art Department: Safia Zahid (Art Director), Ananda Banerjee, 
Vikas Gupta, Anita Jaisinghani, Ramendranath Sarkar 
Infographics: Kapil Kashyap (Deputy Art Director), 
Pinaki Paul 


Production Department: Dinesh Sachdeva (Chief of Production), Narendra Singh 
E 


Publishing Director: Pavan Varshnei 
b 


IMPACT & MARKETING 
Associate Publisher (Impact): Raaju Sarin 


* 


IMPACT TEAM 
Regional Heads: Neeraj Sharma (Delhi), Suresh Tripathi (Mumbai), 
Rajiv Nair (Bangalore), |. Chakravorti (Chennai), Srinivas Babu (Hyderabad), 
Lopamudra Paul (Kolkata) 
E 


MARKETING 
Senior General Manager: Vidhu Sagar 
* 
Consumer Marketing Services: Poonam Sangha, Sr. General Manager 


* 


Newsstand Sales: Vivek Gaur, Executive Director, D.V.S. Rama Rao, Sr. General 
r - National Sales, C.V. Vaidyalingam, Sr. General Manager (South), 
Vinod Das, Deputy General Manager (North), Rajesh Menon, Deputy General 
Manager (West), Rajcev Gandhi, Deputy Regional Manager (East) 
Operations: 5, Sridhar, General Manager 


Í 
INDIA 


TODAY 


Vol. 16, No. 1, for the fortnight January 1-14, 2007. Released on January 1, 2007. 
e Editorial Office (Delhi) Sth Floor, Videocon Tower, E-1, Jhandewalan Extn., Deihi- 1 10055; 
Tel: 011.23684812-1 จ : Fax: 011-23684819; Cable: Livmedia, New Delhi; E-mail: 





todays gasdl) 1 159 ป ู ว น ง 4 e Advertising Office (Delhi): 9th Floor, Videocon Tower, E-1, Jhandewalan Ext., 
Delhi- 110055; Tel: 011-43530800; Fax: 011-431530833; Cable: Livmedia, New Delhi; Trade Centre, 
2nd Floor, Kamala City, Senapati Bapat Marg, Lower Patel, Mumbai—40001 3; Tel.: 022-24983355; Fax: 022- 
24982266; Cable: Livmedia, Mumbai; Impact office: Trade Centre 2nd Floor, Kamala City, Senapati Bapat 
Mari, Lower Parel, Mumbai 4400013; Tel.: 022-24983355; Fax: 022-24982?66. Chennai 2nd Floor, 98-A, 
Dr Radhakrishnan Saku, Mylapore, Chennai-600004; Tel.: 044-28478526-41; Fax: 28472178; Cable: 
Livrnedia, Chennai 202-204 Richmond Towers, 2nd Floor, 12, Richmond Road, Bangalore-560025; 
Tel: 080-2212448, 080-2213037; Fax: 080-22 18335; Cable: Livmedia, Bangalore; Kolkata, 52, J.L. Road, 
4th floor, Kolkata-70007 1; Tel: 033-22825398, 033-22827726, 033-22821922; Fax: 033-22827254; 
Cable: Livinmedia, Kolkata; Hyderabad 6-3-885/7/8, Raj Bhawan Road, Somapgada, Hyderabad 500082, Tel.: 
(40-23401657, 040-21400479; Ahmedabad 2nd Floor, 2C, Surya Rath Building, Behind White House, 


| credi yh, Navi 
F ' ` £ Ain ง 
- 605 209, mil Nadu), and at Plot No. $ - $ / A, TTC Industrial Arca, Thane Belapur Road, 
hon, Published at K - 9, Connaught Circus, New Delhi - 110 001. 


www.business-today.com 


The online edition of Business Today 


Web Exclusives 


Japan Calling 

[HIS IS THE AGE OF ASIAN DOMI- 
nance, and fittingly, two Asian gi- 
ants, India and Japan, are embracing 
each other for mutual advantage. 
The recent visit of Prime Minister 
Manmohan Singh to Japan has 
highlighted the fact that Japan is now, more than ever, 
eager to enhance and upgrade commercial ties with 
India. An analysis of the trade basket. 





Inclusive Growth 

IO ACHIEVE A 10 PER CENT GROWTH 
rate, and sustain that over time, the 
Eleventh Five Year Plan will 
emphasise investments in agricul- 
ture. Agricultural GDP has been 
growing (limping?) along at 2 per 
cent since 1996, A new strategy, including one for a 
second Green Revolution, is urgently needed to take 
India to the next level of development. An analysis. 





Calling Rural India 

[HERE ARE OVER 170 MILLION TELE- 
phone connections in this country, 
but rural India is still lagging behind. 
Rural teledensity is only 3.5 per 
cent (against the national average of 
16.6 per cent); not surprisingly, 





there are no telephone connections in over 30,000 vil- 
lages. A look at the strategies being implemented to 
connect rural India to the rest of the country. 
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YEAR OF THE 


BIG) DEA 


from the sizes of its M&A deals; and 2006 N 
may have just been the inflexion point between 
adolescence and adulthood. KRISHNA GOPALAN 


HE YEAR 2006 COULD WELL GO DOWN AS 

the year in which Indian business finally 

got on top of the M&A game. It was char- 

acterised by several large deals, both within 

the country and outside, that could well set 

the pace for all future M&A activity. Obviously, India 

Inc. has learnt both the fine art of putting together large 

war chests in its pursuit of inorganic growth, as well as 
the secret of cashing out when valuations are good. 

A quick peek into Deal Street 2006 offers inter- 

esting insights into both—and more. Chevron picked 

up a stake in Reliance Petroleum, Ranbaxy bought 

over Terapia, Merrill Lynch acquired Hemendra 

Kothari's stake in their Indian |v, and Holcim took 

over Gujarat Ambuja Cements and, effectively, ACC, 

too. Between January and October 2006, the total 

value of all M&A deals—both inbound and out- 

bound—was $24.4 billion (Rs 1,09,800 crore), About 

$10.73 billion (Rs 48,285 crore) took place in 
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September and October. A caveat: Tata Steel's pend- 
ing, and contested, $9.2-billion (Rs 41,400 crore) acq- 
uisition of Corus is a part of this; and the figure 
could change quite dramatically if the Tatas back 
out, or go through with the deal at a higher price. The 
final word will be said about it only in the new year. 
But the mother of all Indian M&A deals (at least till 
date) must be the fight for Hutchison Essar. UK's 
Vodafone could soon launch a $13.5-billion 
(Rs 60,750 crore) bid for the company; the Anil 
Dhirubhai Ambani Group has also shown an interest 
in the company, as has Malaysia's Maxis; and the 
Ruias of Essar, who own 33 per cent in Hutchison 
Essar, haven't yet shown their hand. This game, too, 
will be played out in 2007. 

The action will cut across industries—oil & gas, 
FMCG, pharmaceuticals, paper, manufacturing, telecom 
and rr. If 2006 was a landmark year for deals, the year 
ahead will be even more exciting. 





Outbound Action 


Steeling for the Final Round 


T WAS SEEN AS A DONE DEAL—AND INDIA’S BIGGEST CROSS- 

border acquisition—when it was announced in October. 
Ratan Tata’s Tata Steel had been negotiating with the man- 
agement of Corus for over a year, but its 455 pence per share 
bid, valuing the company at $7.98 billion (Rs 35,910 crore), was 
seen by some shareholders as too low. Brazilian steel maker 
Companhia Siderúrgica Nacional (CSN) jumped into the fray and 
bid 515 pence per share, 3 per cent over Tata Steel’s revised bid 
of 500 pence. Tata will now have to fork out $10 billion 
(Rs 45,000) or more to clinch the deal. 


ONGC Videsh Buys Stake in Brazilian Oilfield 


NGC VIDESH PAID $1.5 BILLION (RS 6,750 CRORE) FOR A 15 PER 

cent stake in Brazilian oilfield Bc-10 block, located in the 
Campos Basin, which is believed to have massive oil re- 
serves. The joint venture will have, apart from ONGC, Shell 
holding a 50 per cent stake and Petrobas the remaining 35 per cent. The 
BC-10 block is at a development phase and production is expected to start 
from the last quarter of 2009. ONGC Videsh is an ONGC subsidiary 
and is charged specifically with the mandate to scout for and acquire 
hydrocarbon assets abroad. 












Another Hurrah for Videocon 


IDEOCON'S AMBITIONS OF EMERGING AS A MAJOR 
M avec in the global consumer durables mar- 
ket came a step closer to fruition when it clinched 
the $729-million (Rs 3,280.5 crore) deal to buy 
South Korea’s Daewoo Electronics in 
partnership with Ripplewood 
Holdings, a US-based private eq- 
uity fund. The acquisition will be 
the largest ever that the group has 
undertaken and will bring to the 
table a host of manufacturing and 
R&D facilities spread across the 
world. Earlier, in 2005, Group 
Chairman Venugopal Dhoot had 
bought out Thomson Elec- 
tronics’ colour picture tube 
manufacturing facilities; this was 
followed by his acquisition of 
Electrolux's Indian operations. 








Tata Tea Heads for US 


HERE SEEMED NO LIMITS TO THE TATA 

group's M&A ambitions. Tata Tea 
acquired a 30 per cent stake in US- 
based Energy Brands Inc. for $677 
million (Rs 3,046.5 crore). The deal 
gives the Indian company a comfortable 
foothold in the US market for tea, vit- 
amin water and fruit juices. For Tata 
Tea, the acquisition of Tetley in 2000 
gave it a crucial presence in the UK 
market; the acquisition of a stake in 
Energy Brands will be the vital cog in 
Vice Chairman Krishna Kumar's 
agenda of going global. 
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Dr Reddy’s Gobbles up betapharm 


R REDDY'S LABORATORIES’ CHAIRMAN K. ANJI REDDY PULLED OFF THE LARGEST 
อ เด ค ม คา pharma deal of 2006 when he acquired Germany’s 
betapharm Arzneimittel GmbH for $572 million (Rs 2,574 crore). 
betapharm has a share of more than 3 per cent in the German market for 
generic drugs and is among the fastest growing generic companies in that 
country. For Dr Reddy's Laboratories, the European journey started in 2002, 
when it bought UK's BMS Laboratories. These acquisitions have taken the 
company a step closer to realising its ambitions of becoming a mid-sized 
global pharma company with a presence in all major pharma markets. 










SFI Buy Lifts BILT to Asia Top 10 


ALLARPUR INDUSTRIES (BILT) IS ON A 

roll. It acquired Malaysia's Sabah 
Forest Industries (SFr) for $261 million 
(Rs 1,175 crore) in June, and barged 
into the list of the 10 largest paper 
companies in Asia (excluding Japan). 
The deal will give BILT additional 
paper capacity of 1.44 lakh tonne 
and incremental pulp capacity of 1.2 
lakh tonne. The company will use the 
289,000 hectares of forests owned by 
SFI to feed its Indian operations. BILT's 
Vice-Chairman Gautam Thapar 
described the acquisition as a good 
"strategic fit" for his company. 


Suzlon Integrates Backwards 


UZLON ENERGY'S BUYOUT OF 

Belgium's Hansen Transmissions 
International NV for $565 million 
(Rs 2,542.5 crore) catapulted the 
company into the ranks of the world's 
largest manufacturers of integrated 
wind turbines. Suzlon Chairman Tulsi 
Tanti says the acquisition of gearbox 
technology will enable him to provide 
customers with a more cost-com- 
petitive product. Suzlon and Hansen 
will also work together to expand 
capacity in Belgium and in the emerg- 
ing markets of Asia. Are more buyouts 
in the offing? Very likely. 
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Ranbaxy Gets a Beachhead in Europe 


ANBAXY LABORATORIES HAS NEVER MADE A SECRET OF 

its global ambitions or appetite, and, accord- 
ingly, made a string of acquisitions in 2006. The 
most important: the $324 million (Rs 1,458 crore) 
takeover of Terapia, the largest independent gener- 
ics company in Romania. The deal gives Ranbaxy acc- 
ess to European markets, yet another low-cost man- 
ufacturing base and state-of-the-art R&D facilities. 









Aban Lloyd buys 
Sinvest for $445 m 


HIS WAS ANOTHER DEAL THAT 
Tika an Indian company 
into the global league. Aban Lloyd 
Chile Offshore bought a 33.76 per 
cent stake in Norwegian drilling 
company Sinvest for $445 million 






< 
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(Rs 2,002.5 crore). Sinvest, a listed 
company, has two operational 
drilling rigs both of which are on 
contract in India. The deal will 
make Aban Lloyd the largest drilling 
company in Asia and among the top 
10 companies globally. It will eff- 
ectively give Aban Lloyd's Managing 
Director Reji Abraham control over 
Sinvest's drilling assets. 













16 BUSINESS TODAY JANUARY 14 2007 


Most importantly, the deal, at one stroke, es- 
tablishes Ranbaxy as a high-quality gener- 44 
ics company in Europe with a large and AM 


robust distribution network and a ` i 
large battle-hardened sales force. k: | 
í 











The takeover is in line with a 
Managing Director Malvinder 
Singh’s vision of making 
Ranbaxy “an international com- 
pany that happens to be head- 
quartered in India”. 





KA: 
/ü 


"32 t 
“ rs 
>£ 





WE dital ed 
ets a digital edge 


p 


SAMSUNG 





Now experience the elegant design of Samsung LCD TVs coupled with Samsung High 


Definition Technology that gives you 12.8 billion colours and 5000:1 contrast ratio. 





Bordeaug White Bendeaee Yz emt Neo Mosel 

; NEA. oem — 
40R7 (101m) MRP Rs. 125,000 3287 (W) (Blam) MRP Rs. 74,000 4057 (101m) MRP Rs. 110,000 46N7 (1 15cm) MRP Rs. 180,000 
3287 (lcm) MRP Rs. 74,000 3757 (94cm) MRP Rs. 90,000 40N7 [101 ๓ ๓ ) MRP Rs. 135,000 
26R7 (66cm) MRP Rs. 45,000 3257 (81cm) MRP Rs. 64,000 32N7 (81cm) MRP Rs. 79,000 


suppan ค ณะ ๕๕ อ พ อบ ท ญู เอ ก 


Samsung india Electronics Private Limited, Corporate Office: 7th & 8th Floor, IFCI Tower, 61 Nehru Place, New Delhi 110019 
Tel: 011-41511234. Fax: 011-41608818/19. www.samsung.com/in 











BUSINESS TODAY SPECIAL TH ANNIVERSARY ISSUE 





THE YEAR IN RETROSPECT 


Inbound Action 


Vodafone’s Bharti Stake Proves a Red Herring 


LOBAL TELECOM MAJOR VODAFONE ACQUIRED A 10 PER CENT STAKE IN INDIA’S 
(sarees wireless services provider, Sunil Mittal’s Bharti Airtel, for $1.5 
billion (Rs 6,750 crore) in October, in 2006’s single largest inbound deal. It 
was speculated then that Vodafone would, in future, hike its stake in 
Bharti, but this proved a bit of a red herring in the end. Vodafone’s CEO Arun 
Sarin has since set his sights on Hutchison Essar, India’s third largest mobile 
operator; and Mittal has given him the Noc he needs to pursue his ambitions. 
It is being speculated that Sarin may sell his company's stake in Bharti if the 
Hutch deal goes through. 





Citigroup Buys Maxis, Apollo Promoter Take Over Aircel 


' . SIVASANKARAN HAD BEEN SCOUTING FOR A BUYER FOR AIRCEL FOR 

into HDFC [o a while; and a few large players like Hutch and Idea even 
ITIGROUP'S ACQUIRED A 9.27 PER CENT came close to striking a deal. But these fell through at the last moment, Y 
stake in Deepak Parekh-led HDFC reportedly because of disagreements over valuation. Finally, Malaysian 

for $671 million (Rs 3,019.5 crore), telecom major Maxis and Prathap C. Reddy, promoter of Apollo 

giving it a big foothold in India’s largest Hospitals, bought over Aircel lock, stock and barrel for $1.08 billion 

housing finance company. The 9.27 (Rs 4,860 crore). While Maxis acquired 74 per cent of Aircel—in line 

per cent holding in HDFC was earlier with telecom regulations that Fp! holdings should not exceed 74 

held by Standard Life. Citi is looking at per cent—the rest was bought by Reddy. Aircel operates in seven cir- 

the investment as a long-term one and cles, including the lucrative Chennai and Tamil Nadu ones. 


confirms its commitment to India. 
Couple this holding with the 3 per ' : IAM : 
cent that Citi holds through the FII Holcim Cements its Position in India 
route, and its stake in HDFC 
"We comes to a little over 12 
| เจ per cent. Does it mean 
g that it is setting up the 
Indian company for a 
future takeover (when 
regulations permit)? 
Aha! But no one's 
talking. 


HE DEAL MARKED THE LARGEST 
XT. inflow ever into India's 
cement sector. Swiss cement major 
Holcim acquired a 67 per cent 
stake in Ambuja Cements India 
Limited which gave it a controlling 
stake in Gujarat Ambuja Cements 
Limited (GACL) and a large holding 
in ACC. The $800-million (Rs 
3,600-crore) deal was struck at an 
enterprise value of around $180 
(Rs 8,100) per tonne and will give 
Holcim a pan-India presence and 
pit it directly against other large 
players like Ultratech and Lafarge. 
For the $15 billion (Rs 67,500 
crore) Holcim, which appointed 
GACL’s Anil Singhvi as CEO of its 
Indian operations, the India story 
may have just started. 
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Matrix Sells out to Mylan 


TT HE INDIAN PHARMACEUTICAL STORY HAS BEEN IN 
play for a long time now, but this one comes 
with a twist, and a reversal of roles—us-based 
Mylan Laboratories picked up a 71.5 per cent 
stake in N. Prasad's Matrix Laboratories for 
$736 million (Rs 3,312 crore), the first time an 
MNC has taken over a large Indian pharma com- 
pany. The deal will give Matrix access to Mylan's 
products, technologies and world-class 
manufacturing skills and also signals the 
willingness of Indian promoters in the pharma 
industry to sell out at the right valuation. 


A. PRABHAKAR RAO 
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p Merrill Lynch Buys Kothari out 


FEMENDRA KOTHARI, CHAIRMAN OF DSP 
I Merrill Lynch, sold his stake in the decade-old 
Joint venture to his foreign partner for $500 
million (Rs 2,250 crore). “When I started 
my business 30 years ago, my objective 
was to be a leading financial services 
house," Kothari told Br after the deal 
was inked. He's certainly succeeded in 
meeting his goals. psp Merrill Lynch is 
among India’s leading players in equity 
research, broking and investment bank- 
ing. But despite selling out, Kothari 
continues to remain Chairman of the 
company and Merrill Lynch will need 
his expertise and guidance, given his 
connections and personal relationships 
with the top decision makers of 
Corporate India. Does this presage more 
such buyouts in the financial services space? 
The grapevine is abuzz, so we're waiting 
with bated breath. 
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Oracle Picks up 
41 per cent in i-flex 


| HERE HAS NEVER BEEN ANY DOUBT 

really that the Indian IT story 
is on a solid growth path. So, when 
global rr major Oracle picked up a 
41 per cent stake in i-flex Solutions 
for $593 million (Rs 2,668.5 crore), 
the markets weren't particularly sur- 
prised. i-flex’s forte is banking soft- 
ware and this is the reason behind 
Oracle's interest in it. The 41 per 
cent stake was originally held by 
Citigroup. According to estimates, 
the global market for banking soft- 
ware is $80 billion (Rs 3,60,000 
crore) and a foothold in that will 
come in handy for Oracle. 


SOUMIK KAR 


Hindujas Exit Hutchison Essar 


HIS DEAL SET THE BALL ROLLING FOR HUTCHISON ESSAR'S STUPENDOUS VALUATIONS. 
| The Hindujas, who held a 5.11 per cent stake in Hutchison Essar, 
eventually sold it to Hutchison Telecom International, the holding com- 
pany for the Indian operations, for $450 million (Rs 2,025 crore), 
thus, valuing Hutchison Essar at $8.8 billion (Rs 39,600 crore). The other 
partner in the joint venture—Ravi Ruia’s Essar Group—was also in the 
fray to acquire the Hindujas' holding, the acquisition of which has 
given Hutchison Telecom International a 67 per cent stake in Hutchison 
Essar; the Ruias own the balance 33 per cent. 
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Mphasis Buyout Gives EDS a Foothold in India 


HIS DEAL GAVE ELECTRONIC DATA SYSTEMS (EDS) A MUCH-NEEDED CONDUIT INTO INDIA. 

The Texas-based EDS paid $380 million (Rs 1,710 crore) for a 52 
per cent stake in Jerry Rao's Mphasis BFL. It was a win-win deal for both sides. 
It allows Rao's mid-tier ITES company to take a shy at entering the big league, 
and gives EDS a meaningful presence in the world's largest IT/ITES outsourcing 
hub. Together, as Rao puts it, the two parties can now be considered for larger 
contracts that otherwise would have been difficult to bag. The whole out- 
sourcing services game is about synergy and, quite obviously, both Mphasis 
BFL and EDS seem to have understood that very well. 













Providence Bets on Idea 


L. CELLULAR WAS IN THE NEWS Ix THE LARGEST PRIVATE EQUITY DEAL INVOLVING INDIA, 


KKR Opens its Account in India 


almost througout 2006. First, the 
Tatas and the Birlas fought over control 
of the company; this ended with Kumar 
Mangalam Birla, Chairman, A.V. Birla 
Group, buying out the Tatas. 
Thereafter, he sold a 33 per cent stake 
in the GSM major to a clutch of in- 
vestors. Providence Equity was the sin- 
gle largest of these investors; it paid 
$400 million (Rs 1,800 crore) for a 16 
per cent stake. Citigroup, TA Associates 
and ChrysCapital are among the other 
non-promoter investors in Idea. 


Kohlberg Kravis Roberts (KKR), a New York-head- 
quartered private equity giant that focusses largely on 
leveraged buyouts, acquired an 85 per cent stake in 
Flextronics for $900 million (Rs 4,050 crore). Like 
many other global 11 players, the India story is a big 
one for Flextronics too. Over two-thirds of its revenues 
come from here; it also has a presence in the us, 
China, Germany and Italy. The KkR-Flextronics deal 
size exceeded the $500 million that General Atlantic 
Partners and Oak Hill Capital paid in 2004 to buy a 60 
per cent stake in GE Capital International Services. 
KKR is best known globally for its leveraged buyout of 
RJR Nabisco in 1998, 








Chevron Invests in Reliance Petroleum 


i es TIMING WAS QUITE UNCANNY AND QUITE TYPICALLY RELIANCE, A 
couple of days before Mukesh Ambani’s Reliance Petroleum (RPL) was 
set to go public, international energy major Chevron acquired a five per 


Temasek Picks up 
10 per cent in Tata Tele 


ATA TELESERVICES IS THE SECOND 









cent stake in it for $300 million (Rs 1,350 crore). Importantly, there is 
a clause that allows Chevron to increase its holding in RPL to 29 per cent. 
RPL’s deal with Chevron was preceded by a private placement of 45 
crore shares at Rs 60 per share to about 15 financial investors. For 
Chevron, RPL’s 27 million tonne project seems the best possible way of 
gaining a toehold in the Indian market. Reliance’s new refinery is a 100 
per cent export-oriented project. 
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largest operator of CDMA-based 
telecom services in the country and 
has a subscriber base of more than 
14 million. Following the Tata 
Group's exit from Idea Cellular, its 
focus on CDMA has increased man- 
ifold. Shorn of corporate gobbledy- 
gook, that means more investments. 
SO, it came as little surprise when 
Tata Teleservices sold a 10 per 
cent stake to Temasek for $330 
million (Rs 1,485 crore). The deal is 
the first instance of foreign invest- 
ment—by either a strategic or a 
financial investor—flowing into the 
CDMA telecom space. 
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Those who hit the headlines in 2006 
(most of them for the right reasons). 


Woman Power 


NDIAN HEARTS FILLED WITH PRIDE AS INDRA 

Krishnamurthy Nooyi, 49, was appointed to take 
over from Steve Reinemund as Chief Executive Officer 
of PepsiCo, the world’s fourth-largest food and bev- 
erages company in the us. Nooyi, a 12-year veteran at 
PepsiCo and alum of the Indian Institute of 
Management (Calcutta), became the first Indian—as 
well as the first woman—to move into the corner-room 
at the company. But that’s not the only feather in the 
Chennai-born executive’s cap. In 2006, Nooyi had 
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the double dis- 

tinction of being 

named as Fortune's 

#1 Most Powerful 

Woman in Business as well as making it to Forbes' 
power women listing, coming in at #4. Nooyi 
joined PepsiCo after stints at Motorola and ABB 
and made a mark a couple of years back when she 
played a key role in PepsiCo's Tricon spin-off and a 
merger with Quaker Foods. 
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The Audi A6 is the perfect combination of beauty and 
power. The aesthetic design is evident on the exterior 


The Audi A6 and in the interior of the Audi A6. From the outside, the 


car impresses with its dynamic and sporty bodyline. 


Vo rsprung durch Technik. Inside, the innovative technology and comfortable 
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cockpit design guarantee sophisticated dri vir 
High-quality materials such as wood and aluminium 
complete the luxurious appearance of the Audi AEN 
Your local Audi partner invites you to experience the 
Audi A6. 
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i W 7 ARREN BUFFETT 

V may have 
made history when 
he gave away 85 per 
cent of his $44-bil- 
lion fortune, most of 
it to the Bill and 
Melinda Gates 
Foundation, but it is 
Mr. and Mrs. Gates 
who want to make a 
difference in India. 
In October, 2006, 
their foundation an- 
nounced that it 
would be investing 
$23 million over the 
next three years to support the government of India’s HIV 
prevention drive. This is in addition to the $58 million 
committed to Avahan, the Gates Foundation’s India 
AIDS initiative, a five-year, $258-million HIV preven- 
tion programme. The latest commitment from the 
Gates’ will be used by Avahan to support training of 
NACO (National AIDS Control Organisation) and State 
AIDS Control Societies (SACS) staff to enhance their 
skills in project and financial management. On the 
technical side, Avahan will also enhance interventions 
with high-risk groups. The funds will be deployed 
between 2007 and 2009 and NACO and Avahan will 
jointly devise the implementation strategy. 
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Retail’s Newest Czar 


T T PROMISES TO BE INDIAN RETAIL’S BIGGEST BATTLE. 
1 When Sunil Mittal, 49, announced his tie-up with 
Wal-Mart, the world's largest retailer (sales: $312-bil- 
lion or Rs 14-lakh crore), it signalled the beginning of 
what could be a face-off to watch. The 50:50 joint 
venture between Mittal's Bharti Group and 
Wal-Mart will launch a fully-integrated retail network, 
with a pan-Indian chain of stores in various formats 
that will be powered by a robust supply chain, logistics 
and wholesale business. That will pit the Bharti- 
Wal-Mart combine directly against Mukesh Ambani's 
Reliance Industries, which recently flagged off an 
equally ambitious retail venture that aims to do 
something similar. Already, Reliance has proposed 
investing Rs 25,000 crore in retailing, an amount that 
Mittal and Wal-Mart may match. So, are we going to 
see a battle of equals? Watch out for it in 2007. 


| Back in the Chair 


| J HAT DO FORMER CHAIRMEN OF INDIA'S LARGEST FMCG | 


V V company do after they retire? Well, some of 
| them again become chairmen of other multinational 


companies. In August, the Omnicom Group, one of the | 


world's three biggest advertising and marketing com- 
panies, appointed Keki Dadiseth, 55, former chairman 
of Hindustan Lever (HLL), as non-executive chairman 


of its Indian operations. A distinguished Unilever | 


veteran, Dadiseth, besides serving as the 
chairman of HLL, has been a director at 
its Anglo-Dutch parent company and is a% 
currently on the boards of numer- EXP 
ous Indian companies. He is also an | 
International Adviser to Goldman Sachs ü Zl 
and a trustee of the Ratan Tata Trust. V 
Readers will remember Dadiseth's tenure 
at HLL when the FMCG giant blazed 
a scorching trail of growth 
through mergers and 
acquisitions. No won- 
der, the ex-Leverite is 
now working closely 
with Omnicom's Asia 
Pacific CEO Michael 
Birkin on the group's 
strategy for India, 
which may well in- 
clude (you guessed 
it!) takeovers. 
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Mixed Fortunes 


HEN HSBC DECIDED TO EXPAND ITS INVESTMENT BANKING 

X presence in India, it needed a seasoned hand to lead the 
charge. Not surprisingly, it chose Naina Lal Kidwai. The first 
Indian woman to graduate from Harvard Business School, in 
1982, Kidwai, 49, has established herself as one of India's best 
bankers: a shrewd negotiator with a talent for quickly spotting 
emerging growth sectors. But along with her appointment as CEO, 
HSBC India, came a controversy. The RBI vehemently protested her 
new role while still serving on the global board of Nestle, citing 
Section 10 of the Banking Regulation Act, which explicitly states 
that no head of a bank (whether executive chairman or manag- 
ing director) can be on the board of any company other than a 
not-for-profit company or a banking subsidiary. Needless to 


UMESH GOSWAMI 


say, Kidwai was forced to resign from Nestle. 


The (N-) Dealmaker 


S PRESIDENT GEORGE W. BUSH AND 

India's Prime Minister Manmohan 
Singh didn't lose time last March when 
the prez came calling to New Delhi. 
Even as the flashbulbs popped, the two 
leaders hammered out what became a 
historic nuclear deal, despite the initial 
hiccups. The US President told Singh, 
who had made a departure from pro- 
tocol to receive him at Delhi's airport, 
that he never engaged in negotiations. 
Still, Bush asserted: "| want this deal," 
according to the details of the tough, 
tortuous and down-to-the-wire negoti- 
ations that preceded the nuclear agree- 
ment a day later. Then, after months of 
speculation on whether the US 
Congress would back the pact, came 
the final green signal in December. 
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Hindi-Chini bhai bhai? 


HINA’S PRESIDENT HU JINTAO’S VISIT TO INDIA IN 

November marked an important milestone in 
bilateral relations between the two neighbours. ' 
Meetings between the two sides stressed the need 
to develop a mutual willingness to keep long- 
standing irritants aside and move things forward. 
This was clear from Hu's “five-point proposal" for developing Sino- 
Indian relations. The five points seek to increase political trust, busi- 
ness cooperation, cultural and social exchanges, and multilateral coo- 
peration on the one hand, and address boundary disputes on the other. 
The outcome: a more optimistic future for relations between the two 
countries and a greater convergence of their respective interests. 








Advisor at Large 


N NOVEMBER 2006, THE WORLD OF CORPORATE MAN- 
' was pleasantly surprised when the board 
of directors of the Goldman Sachs Group, Inc. an- 
nounced the appointment of former McKinsey & 
Co. Managing Director Rajat Kumar Gupta, 
58, as an independent director, to serve on the 
Audit, Compensation, and Corporate 
Governance and Nomination Committees of 
the Board. The Goldman Sachs board now 
has 13 directors, of whom 10 are inde- 
pendent. In addition to his responsibili- 
ties at the investment bank, Gupta is also 
the United Nations Secretary-General’s 
special advisor on UN management reform, 
and is the Chairman of the Board of the 
Indian School of Business as well as one of 
the associates of the Harvard Business School. 
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An Early Take-off? 


UDOS TO HIM FOR KICK-STARTING 
< to create world-class air- 
ports. But Union Civil Aviation 
Minister Praful Patel must also take 
the dubious credit for creating the 
first major policy fissure within the 
new ruling coalition. Patel 
announced on February 2, 2006, 
that he was lowering the cap for 
foreign direct investment in airport 
projects to 49 per cent from the 
74 per cent prescribed by the pre- 
vious government. Not only did 
that irk the Left parties, but Patel 
also had to contend with some- 
thing he hadn’t bargained for—dis- 
pleasure from the Congress Party. 
Reason: he hadn’t taken the 
Cabinet’s approval before making 
the announcement. 


Corner-room Creative 


5 ห 0 Vudis 


THE YEAR IN RETROSPECT 


SOUMIK KAR 





Oil’s Well Now 


VER SINCE ESSAR OIL FINALLY COMMENCED PRODUC 

tion at its 10.5-million tonne petroleum refinery at 
Vadinar, Gujarat, Director Prashant Ruia cannot help 
but feel relieved. The project had been held up for years 
thanks to the group’s financial woes, triggered by a 
downturn in the steel industry, where the Ruias have 
large interests, and huge borrowings made in the mid- 
1990s at hefty interest rates. Those days are well and 
truly over, and the Ruias now have plenty to look 
forward to. “The important thing is that the project is 
stable. By 2007-08, we are targeting a turnover of 
Rs 20,000-25,000 crore with gross refining margins of 
$6-8 per barrel,” says Ruia with a smile. 


I-Banker to Entrepreneur 


OR MUNESH KHANNA, 2006 WAS A 

bit of a whirlwind. For starters, he 
changed jobs twice. In January, he 
joined Enam Financial Consultants 
only to quit eight months later. He 
then moved to psP Merrill Lynch as 
head of investment banking, where he 
spent just about five months when the 
"entrepreneurial bug" bit him. So, 
after a 21-year stint as an investment 
banker (besides Enam and Merrill, 
he's had long stints with Arthur 
Andersen and N.M. Rothschild), 
Khanna is setting up his own ven- 
ture—an advisory-cum-financing consultancy that will be in the busi- 
ness of “turnarounds” and “turn-ups”. The former would involve ac- 
quiring distressed assets and turning them around, while the latter would 
involve helping entrepreneurs not just with funds but with adequate 
management bandwidth. *I will be putting my money where my 
mouth is," says the banker-turned-entrepreneur, who also finds time 
for Sahas, an NGO that helps the cause of India's forgotten sportsmen. 


HE DECKS WERE FINALLY CLEARED FOR CREATIVE WHIZ KID PRASOON JOSHI, 35, TO 
take over as executive Chairman, in charge of McCann Erickson's 
India operations. Joshi will report to the agency's Area Director (Asia 
Pacific), Sorab Mistry. This followed the sudden decision by Santosh 


Desai, president and COO, McCann Erickson, and one of India's best-known 
strategic planners, to quit the agency after a decade-long stint. With the de- 
parture of his one-time partner, Joshi, who is widely credited with having 
turned McCann Erickson into a creative powerhouse, will now serve at its 
helm in India, straddling storyboards as well as spreadsheets in his new role. 
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Corporate 


The year gone by had its share of 
brawls in the boardroom, and some 
of them out of it. KRISHNA GOPALAN 


Simmering Rivalry 





1NVd MYNSYHU 





T NDIA'S MOST HI-PROFILE BUSINESS SPLIT 
1 continued to simmer and bubble in 
2006. Although the Ambani brothers, 
Mukesh and Anil, formally parted ways in 
June 2005 (the split came into effect the 
following January), they found many 
Occasions to cross paths. The most 
important bone of contention, from Anil's 
perspective, was supply of gas from 
Mukesh's Reliance Industries to the for- 
mer's proposed 7,400-MW power proj- 
ect in Dadri, ur. Originally, Reliance 
Industries had agreed to supply gas at 
$2.34 per MMBTU (million metric British 
thermal unit), but when gas prices shot up 
globally, Reliance had second thoughts 
about the deal, since it would mean sup- 
plying at a loss. The Petroleum Ministry 
complicated the matters by stating that the 
deal price would affect its own gas royal- 
ties from Reliance. As the year drew to a 
close, Anil's Reliance Natural Resource 
was still fighting Reliance Industries in 
the Bombay High Court. Will 2007 bring 
a denouement to the brotherly drama? 
Your guess is as good as ours. 
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F THE RUIAS OF ESSAR 
thought they could push 
Li Ka-Shing against a wall, 
they just might be wrong. 
The two partners in 
Hutchison Essar Ltd. 
(HEL) began fighting when 
the Egyptian telecom com- 
pany, Orascom, picked up 
a 19.3 per cent stake in 
Li's Hutchison Telecom 
International Ltd (HTIL), 
giving Orascom an indi- 
rect ownership of 10 per 
cent in HEL. The Ruias, 
led by brothers Shashi and 
Ravi, went on to buy Rajiv 
Chandrasekhar's BPL 
Communications, which 
offered cellular services in 
four circles, including 
Mumbai. Apparently, the deal was that Essar would 
buy BPL Communications and then sell it to HEL. But that 
was not to be, since the government objected to the 
sale. The Ruias, who were possibly counting on HEL 
going public, took HEL to court. But, when BT went to 
press, Li had sprung a surprise by deciding to sell HTIL, 
which owns 67 per cent of HEL. Among the suitors were 
Anil Ambani's Reliance Communications, UK's Vodafone, 
and Malaysia's Maxis. 


Hong Kong's Old Fox 
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My Way or the Highway 


) OMBAY DYEING MAY NO LONGER BE THE FORCE IT 
once was, but its Chairman Nusli Wadia has lost 
none of his spunk—as his equal partner in Britannia, 
France's Groupe Danone, discovered. When the 
Paris-based Evian marketer struck a deal with 
Bangalore-based biotech firm Avesthagen to pick up 
a 5 per cent stake, Wadia cried foul. He cited a non- 
compete clause between the two partners that pre- 
vented Groupe Danone from investing in any other 
foods company. What does Avesthagen have to 
do with foods? Apparently, the Villoo Morawala 
Patell-company does work in the foods space as well. 
On appeal from Wadia, the Bombay High Court 
stopped transfer of shares. Interestingly enough, 
the real fight may be about Britannia, where Danone 
owns 25.5 per cent, which is a much more profitable 
company than Bombay Dyeing. 


A Matter of Will 


USINESS FAMILIES FIGHT AND THEY MAKE UP. LIKE THE 

Singhs of Ranbaxy. Soon after the group founder 
Bhai Mohan Singh died, a fight erupted in the 
extended family over the contents of Singh's will. At 
the centre of the dispute, played out in some 33 suits 
and complaints, were a clutch of family-owned 
properties in Delhi and some shares of Ranbaxy 
Laboratories, which Bhai Mohan founded, but his son 
Parvinder built. While Analjit Singh, another son of 
Bhai Mohan, managed to reach an agreement with 
his sister-in-law Nimmi and her sons Malvinder and 
Shivinder (representing his late brother Parvinder's 
interests), his other brother Manjit refused to be a 
party to the peace deal. But with Analjit and 
Malvinder joining hands to resolve the feud, Manjit's 
case may have got a lot weakened. 








5 CES y" ee " 
fi E d s we Ag ธิ j “จ ร š Y 


NEIT Y , / 


พ อ ว ' ถ น ๒ เอ เข อ น ุ ร อ MMM 





ONLY AN ASHOK LEYLAND ENGINEER 


WILL WATCH ‘TITANIC’ TO SPOT 


THE DESIGN FLAW IN THE SHIP. 





se d 
* 
T. b 


YOU COULD CALL IT THE PASSION TO DELIVER FAIL-PROOF SOLUTIONS FOR OUR CUSTOMERS. 


It shows in our special application vehicles custom-designed for the armed 
forces. That's because our jawans trust our vehicles with their lives. 


Ws In extremely hostile and trying conditions with temperatures ranging from kA» 
' j : š "ui 4 ว 
-40°C to +55°C. It's no surprise therefore that with over 40,000 vehicles, we are WY 
the largest provider of logistics vehicles for the Indian Army. And, our engineers ค ๕ แอ ล ส จ ! ว | - 
did: ; . p ASHOK LEYLAND 
are already at work on new products that go beyond just logistics solutions. mann ENGINEERING YOUR TOMORROWS 





HINDUJA GROUP 





USINESS TODAY SPECIALW / ) TH ANNIVERSARY ISSUE 





THE YEAR IN RETROSPECT 


MULLICK 


SUVASHIS 


T SHOULD HAVE BEEN JUST ANOTHER 
case of succession planning in 
corporate India. Alas, it tumed out 
to be anything but that. When liquor 
company Jagatjit Industries’ L. P Jaiswal 
died in 2005, bequeathing the business 
to his two sons Jagatjit and Karamjit, a 
third claimant—also a son, but based 
in the UK—entered the fray. This gen- 
tleman, Anand, contested Jaiswal's will 
(he actually alleged that the will was 
fabricated), which gave promoter shares 
held as global depository receipts (GDRs) 
to Karamjit. This translated into 49 per 
cent stake in Jagatjit Industries, India's 
fourth-largest liquor company. Karamjit 
responded by filing a suit in Delhi High 
Court that questioned Anand's legal sta- 
tus in the family. According to reports, the 
suit alleges that Anand's mother Kamla 
married L.P. Jaiswal when she was 
already married. In that context, Anand, 
according to the suit, does not have the 
right to stake claim to the will. 
Simultaneously, there was a fight between 
Jagatjit and Karamjit, but the two man- 
aged to settle it without going to the 
courts or the media. Karamjit is firmly 
established as the man in charge, and is 
said to own more than 70 per cent of the 
company. The total promoter holding is 
believed to be in excess of 93 per cent. 
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Batting for the Tatas 


TI MOTORS' ATTEMPTS TO ACQUIRE LAND IN WEST BENGAL 
for its Rs 1-lakh car plant may not have gone the way it 
expected, but it has no reason to complain. For, taking up the 
cudgels on behalf of the auto major was the state's Chief Minister, 
Buddhadeb Bhattacharya, himself. When his political rival and 
Trinamool Congress chief Mamta Banerjee went on a hunger 
strike to protest against the acquisition of 1000 acres of land from 
farmers for the Tata project, Bhattacharya refused to relent. 
(When BT went to press, Prime Minister Manmohan Singh was 
scheduled to pay a visit to Banerjee and persuade her to end her 
19-day hunger strike.) The Chief Minister is so keen on the 
project that, apart from acquiring the land for it, he has promised 
power at cheaper rates and a host of other tax benefits. Obviously, 
he knows what his poor state needs. 


It Wasn't Just Anil 


HAT WE DIDN'T TELL YOU IN SIBLING RIVALRIES EARLIER IN THE 
X section is that Anil Ambani's Dadri power project isn't the 
only one in dispute with Reliance Industries over supply of gas. 
Public sector giant, National Thermal Power Corporation 
(NTPC), is another. In 2004, RiL offered to sell gas to NTPC's 
Kawas and Gandhar projects at $2.97 per MMBTU for 17 
years starting 2007. The two projects are vital to 
NTPC's expansion plans. Although RIL had 
won the bid against competition, it did 
not sign a firm contract. One of the rea- 
sons was differences of opinion be- 
tween the two over a liability clause. 
When the Mukesh Ambani-led RIL 
baulked, NTPC took the company to 
court to enforce the agreement. But 
subsequently the Power ministry in- 
tervened to make peace, 
and around the middle of 
November, there were 
reports that NTPC and 
RIL had agreed to 
settle the dispute 
out of court. 
NTPC, however, 
denies any such 
agreement. By 
the end of 
December, 
the two par- 
ties were yet 
to announce 
any sort of 
settlement. 
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Blame it on Telecom 


HEY ARE THE TWO BEST-KNOWN 
a pees» in Indian business. 
Indeed, they are business royalty. 
Therefore, corporate watchers were 
surprised when the Aditya Birla 
Group and the Tata Group locked 
horns over GSM mobile telephone 
company, Idea Cellular. The Kumar 
Mangalam Birla-led group wrote 
to the Department of Tele- 
communications (DoT), accusing the 
Tatas of violating regulatory norms, 
since they also owned Tata 
Teleservices, a CDMA-based mobile 
telephony provider. Eventually, of 
course, both smoked the peace pipe, 
with the Birlas acquiring the Tatas’ 
48.14 per cent holding for Rs 4,406 
crore. In an industry that’s rife with 
partner battles, that must count as a 
surprisingly dignified settlement. 


| Do, err..., | Don't 


IRST HE SAID YES, AND THEN NO. IN JANUARY 2006, JET AIRWAYS’ 

Naresh Goyal agreed to buy Subrata Roy Sahara's Air Sahara for 
$500 million, but less than six months later he had a change of heart. 
With the result, Air Sahara dragged Jet to the courts, and most re- 
cently to the London High Court, where it has filed a petition asking 
the court to direct Jet to complete the transaction. Neither party is 
in a mood to relent. Meanwhile, Air Sahara has also demanded 
Rs 1,931 crore in compensation from Jet, which in turn has asked 
for a refund of the Rs 500 crore it paid as deal advance. 
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Low Cost vs Full Service 


NE IS A PIONEER OF LOW-COST CARRIERS IN THE COUNTRY, AND THE 
O) other is the ‘King of Good Times’. And, predictably, when their 
paths crossed this year at an altitude of 35,000 ft, there was bound to 
be a lot of rattle and shake. You can guess what Kingfisher Airlines boss 
Vijay Mallya’s problem was with the no-frills carrier, Deccan Aviation, 
piloted by G.R. Gopinath: Fare prices. Mallya, who also runs India’s 
#1 liquor group us, thinks Air Deccan’s pricing strategy is “indis- 
criminate” if not predatory. He thinks the low-cost carrier is selling tick- 
ets below its direct 
operating cost. The 
complaint may have 
been prompted by 
the fact that 
Kingfisher Airlines 
logged Rs 107 
crore in losses bet- 
ween April and 
September, 2006. 
Mallya, it is bel- 
ieved, has written 
to the Directorate 
General of Civil 
Aviation (DGCA), 
stating that the low 
fares are not sus- 
tainable over the 
long term. 
Gopinath, on his part, has maintained that costs will not be hiked, 
since that is Air Deccan's business model. For instance, his new aircraft 
do not have reclining seats. *Cost control is the most important 
thing for me,” is his constant refrain. Ergo, Air Deccan flights do not 
serve any free refreshments on board or even allocate seats. That's in 
stark contrast to Mallya's airline, which even offers valet service and 
in-flight entertainment. With newer low-cost carriers such as Spice]et, 
GoAir, and IndiGo to contend with, it won't be easy for Mallya 
(and his other full service rival, Naresh Goyal of Jet Airways) to 
make profits. Ironically, that will be a problem for Gopinath & Co. too. 


HEMANT CHAWLA 
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The 2006 Policy 


Here are eight of the year's most 
far-reaching reforms on the policy 
front, in chronological order. 


January 5: Railways Open up Container 
Services to the Private Sector 


HE RAILWAYS KICKED OFF THE REFORMS 
T n for the government by allowing 
the private sector entry into railway container 
services, hitherto a monopoly of the Container 
Corporation of India. The stipulation: new ent- 
rants must have a minimum net worth of 
Rs 100 crore. Expectedly, several large com- 
panies —like Reliance Industries, the Adani 
Group, Maersk and P&O Ports, among oth- 
ers—are considering forays into this sector. 
The benefit to the end consumer: their entry 
will not only increase competition (thereby, red- 
ucing prices), but also increase efficiency. 


— n A A * . £. 
January 24: FDI in Single-Brand Retailing 


HE GOVERNMENT TOOK THE FIRST TENTA- 
Tu step towards opening up the retail sec- 
tor to foreign direct investment by allowing 
51 per cent FDI in single-brand retailing. Fashion 
houses like Armani and sports goods makers like 
Reebok will benefit greatly as they could, under 
the earlier norms, operate only through fran- 
chisees. More to come? Watch this space. 
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January 26: RBI Allows Banks to Appoint 
Business Correspondents 


O. BANKS ARE NOT 
PN bnc: RUSHING 
TO LAUNCH dedicated ru- 
ral newspapers. Business 
correspondent is bank- 
ing lingo for channel 
partners like NGOs, self- 
help groups, micro- 
finance institutions, post 
offices and NBFCs who 
can now provide their 
principals with last-mile 
connectivity in rural 
India where setting up 
branches is unremunera- 
tive. Banks can outsource 
lending and deposit-tak- 
ing activities to these 
partners, who will earn 
commissions. However, 
RBI has asked banks not 
to appoint any NBFC as 
a business correspondent 
till it finalises the eligi- 
bility criteria for them. 
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Milking productivity - 
with maximum flexibility and lasting quality 


... your Profit 


Maximize ... 


M tegrated 
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What pleases managers most? Steadily rising productivity curves, web. 
of course. A delicacy we would be more than happy to serve you. £ 
With integrated solutions for the milk industry consisting of ส อ d oe ld 

components for synchronized and optimized processes over the > i I " FM ณ์ k 


entire product life cycle and with ingredients for integrated 
. quality control and assurance. Integration of the very highest 
l « caliber across all corporate levels — including distributed 
^: production. And what do we call our recipe for making you 
competitive over the long term? Totally Integrated Automation. 





email: processautomation.india@siemens.com 
www.siemens.com/milk 
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April 3: Foreign Companies can Issue IDRs 


OREIGN COMPANIES MAY SOON START LISTING ON INDIAN BOURSES LIKE THE 
F BSE and the NsE, following the Security and Exchange Board of 
India guidelines on the issue of Indian Depository Receipts (IDRs). The rules 
stipulate that overseas companies should be listed in their home country 
to become eligible to issue IDRs, which can be subscribed by qualified ins- 
titutional buyers. The minimum IDR issue size is Rs 50 crore and the min- 


imum application size Rs 2 lakh. 


December 22: RBI Allows Foreign 
Investments in Indian SEs 


N asdaq or NYSE can now pick 
up a stake in the Bombay Stock 
Exchange (BSE), Asia's oldest bourse, 
or depository service providers like 
NSDL or CDSL. RBI has permitted 
foreign direct investment in stock 
exchanges, depositories and clear- 
ing corporations, with an FDI cap of 
26 per cent and an FII limit of 23 per 
cent. However, no single foreign en- 
tity can hold more than 5 per cent in 
the paid-up equity capital of a stock 
exchange. Fils will also not get any 
board representation on the bourses. 
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THE YEAR IN RETROSPECT 


June 28: ADR, GDR Rules Relaxed 
for Unlisted Companies 


INALLY, SOMETHING FOR PRO- 
Fies of unlisted companies. 
The government has permitted such 
firms to sponsor ADRs or GDRs with 
overseas depositories against the 
shares held by their shareholders. 
This will offer an opportunity to 
investors to unlock the value in 
their companies. Tata Sons, Bennett 
Coleman & Co and the state- 
owned BSNL are some of the large 
unlisted companies in India. 


November 1: Overseas Investment Limit for MFs is Up 


BI HAS INCREASED THE CEILING FOR OVERSEAS INVESTMENT BY MUTUAL 
R faunas from $2 billion (Rs 9,000 crore) to $3 billion (Rs 13,500 
crore). It has also done away with the earlier requirement of Indian 
MFs investing only in overseas companies having a minimum 10 per 
cent shareholding in a listed Indian company. Incidentally, Principal 
PNB AMC was the only fund in the country to offer an international 
scheme for domestic investors, but the scheme failed to take off. Now, 
many AMCs, including UTI Mutual Fund, are lining up overseas 
schemes for domestic investors. 


November 3: Banks Cannot Hold More than 10 per cent 
in Deposit-taking NBFCs 


ANKS, INCLUDING FOREIGN ONES, CANNOT HOLD MORE THAN 10 PER 
cent of the paid-up equity capital of deposit-taking NBFCs. The rule will 
not apply to investments in housing finance companies. This guideline will 
force banks to either reduce their stake in NBFCs to 10 per cent or prompt 

the latter to stop accepting public deposits. 
COMPILED BY ANAND ADHIKARI 
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World Recognition. From me r 
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As India's audacious ambitions go into alt the work mi AEAN for 
a piece of the pie. And India is now happy to offer, to S e «to I 
to demand the very best. And more. 
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Born in the age of ideas, we, at Edelweiss, ชา ชี BORER 
We are oriented to think beyond the obvious, set trends, create 
newer markets and opportunities - all the while building an 
organisation that relentlessly pursues the 'new' and the 
‘different’. This single minded focus on thought leadership 

has enabled us to become one of the fastest growing * 
financial services companies in India. 


Ls 


As the new world beckons, our commitment and 
energy flow from knowing that as far as 


opportunities go, they have only just begun. 


จ มะ ๕ ร โมก ก เก 7 สอ น เว ด 


Call us - we are here to help you achieve 


your aspirations. X 


3 Edelweiss 
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Investment Banking * Institutional Equities * Private Client Services * Wealth Management * Asset Management * Insurance Brokerage 


For more information call +91 22 2286 4330, write to info@edelcap.com or visit www edelcap.com 
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Words of 


They all had something to 

say. ..global CEOs flying in, their 
Indian counterparts going overseas 
(and a few went overboard as well) 
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the market leader overall Wy are. The future is all about how 


KV. Kamath, Managing Director and CEO, ICICI Bank open bers you are to learn 


N.R. Narayana Murthy, 
Non-Executive Chairman and 
Chief Mentor, Infosys Technologies 
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Sam Palmisano, Chairman and CEO, IBM 
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which ‘they are being 
demanded” 


Rahul Bajaj, 
Chairman, Bajaj Auto 


mmunities will be the 
next big thing” 
David Filo, 
Co-founder, Yahoo 





Á Ñin deals getting shorter, 
smaller and split, | see plenty 
of upside for Indian (IT) 
vendors. The addressable 
market could be $60 billion by 
2009-10 y 


S. Ramadorai, 
CLO. Tata Consultancy Services 
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7 tho retail เล ง Aene is [dinh 
growing. There are many stores, many formats. 
We landed and immediately | went out to visit 
retailing, and we saw some interesting retail 
formats already developing and we saw a lot of 
customers that need a store like Wal-Mart " 


Michael Duke, Vice Chairman, Wal-Mart í Š | ndia has 
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"It was like a boxing —Á | 
^l erri ncn S nead 0 
. We thought nd in India 
we were knocked out 
and then we won it 
(the Arcelor deal) in 
the 12th round" 


L.N. Mittal, 
Chairman, Mittal Steel 
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Year of the 






All graphs pointed northward 
in 2006 as investors on Dalal 
Street raked it in. 


CLIFFORD ALVARES & MAHESH NAYAK 


THE GLOBAL HOTSPOTS 
India figures among the top 10 emerging markets. YID Returs 
China M 48.42 65.66 





| KAI 65.42 
Indonesia — 435.69 64.47 


Argentina | | 





INDIA AND EMERGING MARKET Sa Morocco โร ๆ 360.71 

Among the (Lesser) Stars: The Indian : — 62.11 
market recorded double-digit growth for the fourth ^^ ^ venezuela lacs 170.42 58.71 
consecutive year. The MSCI India Index has ว 
recorded ล 42 per cent rise, compared to a 26.3 Pe ก 

per cent surge in the broader MSCI Emerging ^ 4 ; ee 31.78 


Market Index. Despite this, India isn't the best 





Russia 


performing market. It clocks in at #10 in the 50.78 


world and #5 among emerging markets in Asia. jn 2 
And, barring Brazil, India is the worst performer — Philippines โท 246.66 45 61 


among BRIC countries, and underperformed the 
: p Sri Lanka | 181.90 


MSCI BRIC Index that returned 46.4 per cent. n 41.80 
"Higher price-earnings ratios and the high base 

have affected the comparable returns of the India | 371.82 41.78 
Indian markets,” says Amit Rathi, Director, Anand ! 

Rathi Securities. แพ พ Figures are individual country indices on Dec. 19, 2006 Source MSCI 
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Now you have a 


Choice 


QC™2 headphones 


Bose was the first company to introduce noise reducing 
headphones, and since then we've been developing even 
more advanced technologies to do what was once considered 
impossible. The most recent results are found in our new 
QuietComfort™3 headphones. 


Now you have a choice. QC "3 headphones are 
smaller than our award-winning QC™2 headphones, 
and they rest on your ears rather than surrounding 
them. But the real story is that we have 
achieved smaller size without sacrificing the 
noise reduction, sound quality and comfortable fit that has 
made our QC2 headphones the industry standard. So now 
you can choose QC3 headphones if you prefer an on-ear 
design, or QC2 headphones for around-ear use. 








“3S headphones 
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Introducing the NEW Bose® QuietComfort 3 Acoustic Noise Cancelling* headphones. 


Wherever you listen. On a plane. At the office. In your 
home. Quietcomfort headphones dramatically reduce engine 
roar inside a plane. Use them without the audio cord to make 
your flight noticeably quieter and more relaxing. Or attatch the 
cord and plug them into your computer or mp3 player, or enjoy 
the in-flight movie. 


You may hear details you've never experienced before, 
even with songs you've heard a hundred times. 


At home or at the office, the noise reduction will be more 
subtle, but you should notice distractions fading softly into 
the background. Bose" patented noise reduction and audio 
performance work together to make your listening experiences 
more enjoyable - all in headphones that are delightfully 
comfortable to wear. 


MOSE 


For more information or to place an order 


Call free 1-800-11-BOSE (2673). SMS ‘QUERY’ at 989 970 2673. 


Visit us at www.boseindia.com 
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Equity "es enn huge subscriptions. - 
NFOS—in Demand: In 2006, 34 equity NFOs mobilised 
more than Rs 32,310 crore compared to Rs 25,055 crore 
by 46 NFOs in 2005, an increase of 29 per cent ona 
year-on-year basis. The figure looks all the more impressive 
when you consider that collection figures from 12 other 
NFOs were not available. Reliance Equity Fund topped 
the list of funds mobilisers with collections of nearly Rs 
5,800 crore; it was followed by SBI Bluechip (Rs 2,850 rd 
crore) and Reliance Long-term Equity Fund (Rs 2, 100 crore). | 
=- fg "ue ° Ps 1, mc Lo 
- BEST SECTORS—Powering on: ‘Sonn of BSES 
-11 sectoral indices gained more than 20 per cent and 
-all of them ended the year in positive territory. Our own $ 


. BT 50 Index gained an impressive 37 per cent. BSE's = 
. Capital Goods Index returned 53 per cent (see Power a 
. Performers); the Tech index rose 42.6 per cent last 





SBI "un india | รา -| Standard 


Bluechip Leadership Special Small Chartered 
Equity Situations | and Mid- | Enterprise 
cap Reg | Equity Fund . 








Reliance Reliance Templeton — HSBC HOFC — 
Equity Long India Advantage Long-term 
Term Equity Equity Income India Equity 


tee Amount Raised in Rs crore 
December 21, 2006 


3-month returns as on 
Source: Valueresearchonline.com 


© Returns in per cent 
N.A.: Not oan 


THE WEALTH PRODUCERS 


Companies that added the highest amount of market capitalisation, 
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| Reliance Industries 
Bharti Airtel 

- Infosys Technologies 

| Unitech 

Tata Consultancy Services 
ICICI Bank 

Hindustan Zinc 

Bharat Heavy Electricals 
NTPC 


Sterlite Industries (India) oe 
m" P aes are closing prices. as on Dec. 22, 2006 


| — 830.0 
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ED Rs crore 


zum 1 ,253.05 | 


Source MSCI | 


- year; and the Bankex returned close to 36 per cent. The - 
-laggard was the consumer durables Sector which * 
teturned ล ย d per cent | AT 





BIGGEST MARKET CAP GAINERS- 
The Wealth Machines: The BSE 
Sensex added Rs 4,90,177 crore in market - 
capitalisation, an increase of around 42 per 
cent. But the performance of some of 


- large companies is even more remarkable. 
. Topping the list is Mukesh Ambani’s — — 
~~ Reliance Industries which added Rs 50, 640 | 


crore to its shareholders’ wealth. Sunil T 
Mittal’s Bharti Airtel, which added Rs 49, 144 | 


crore, was a close second. Next up was 
E Infosys Technologies. All these companies — 


are investing in new businesses and ` 
expanding their operations rapidly. Other 
companies on this roll of honour are Tata 
Consultancy Services, ac Bank and 
Hindustan Zinc. 
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ON A HIGH 
Top performers delivered fabulous returns. 
Large-caps Current Price 
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Adani Enterprises — 220 ฝั้ ิ ฟิ 28217 
. BSESENSEX 13340201841.9 — 1 — 


Mid-caps zii 
JaiCor 1,967.55 B 





_Kesoram Industries 517. RENE na 
_ Peninsula Land 683.05 155.9 1 
“MA Engineering 1268] 135.4 ° 
BSE Mid-capindex 5548259 ว ฑ ศ ว ไส ไ 77 















Small-caps 
-Country Club (India) ` 


Current Price 





Lok Housing & Constructions 1 
m RDB Industri 
Ganesh Housing Corpn. 
BSE Small Cap Index 
IM One-year returns (in per cent) 





Hemant Rustagi, CEO, Wiseinvest Advisors. 


EQUITY FUNDS—It Could 
Have Been Better: It's been 
another bumper year for the equity 
markets, It's a no-brainer then, that 
equity funds would have performed 
well, but we must add a caveat. Till 
December 19, 2006, the BSE Sensex 
had risen 43.2 per cent. But the 213 
equity funds underperformed the ——— 
— | * index and collectively returned only 
30 per cent. Of these, only 25 funds outperformed the market barometer. 
interestingly, 22 of these 25 funds are diversified equity funds. And surprisingly, 
there isn't a single large-cap fund among the Top 10. Sundaram BNP Paribas 
Select Mid-cap was the top performer and delivered returns of 57.3 per cent. 
Of the top five, three were infrastructure funds — Tata Infrastructure Fund, UTI 
Infrastructure Fund and Prudential ICICI Infrastructure Fund. Each of these three 
funds delivered returns of 56 per cent. "The year belonged to specialty and 
sectoral funds, especially those with a high focus on infrastructure," says 
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BEST STOCKS—On Top of the Heap: it seems 


that large-caps (defined as stocks with a market 
capitalisation of at least Rs 4,000 crore) still had plenty 
of juice left in them. The toast of the party was the land 
bank story of real estate companies. By far the biggest 
gainer among large-caps was Unitech, which returned 
an eye-popping 2,872 per cent during the year. This 
means an investor who invested Rs 1 lakh in Unitech 
on January 2, 2006 (New Year's Day fell on a Sunday) 
will end the year with more than Rs 28 lakh. Wow! Ansal 
Properties, another real estate company, gained 392 
per cent during this period. Among mid-caps (market 
cap of Rs 1,500-4,000 crore), Jai Corp returned 1,622 
per cent while Kesoram Industries gave 237 per cent. 
Among small-caps, Country Club saw the largest gains 
of 1,655 per cent. 


THE BEST EQUITY FUNDS 


On a relative basis, many did well. 


BS 


Source: Valueresearchonline.com 

















At 
E Timken, 
what we do best 
is help you. As a global 
leader in friction management 
and power transmission, we 
work closely with some of the biggest 
brands in the world, using our expertise to 
improve performance with innovative, value- 
added solutions. A w, ' / o heli 
We have a world-class technical center 
right here in India, and our local capabilities 
and unmatched experience can provide 
you with insightful, practical solutions 
to meet your needs. To find out 
how we can help, please visit 
timken.com/india. 


) Bearings * Steel * Precision Components * Lubrication * Seals 
« Remanufacture and Repair * Industrial Services 


Bangalore: 91-80-28521109 | Delhi: 91-11-26850180 | Kolkata: 91-33-22810231 
| Pune: 91-20-25511856 | Jamshedpur: 91-657-2210293 Where You Turn 


www.timken.com 


Timken® is the registered trademark of The Timken Company (NYSE: TKR) 
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| <GOLDRUSH — — DL THEWINNING NEW COMERS - 
oO PPOs raked in the moolah. — IPOs received a fabulous response. — 


Number 










Reliance Petroleum t ร 
Cairn India mm : : mx numm 
Bank of Baroda sm 4633 — 
Lanco Infratech gg 1,067 
Parsvnath Developers ae 997 
GMR Infrastructure fti 801 
Andhra Bank NN 765 
Sobha Developers E 569 
Union Bank of India m 495 


Figures in Rs crore ~~ Source: PRIME Database | BEN Figures in Rs crore 


บ 29,000 |. 





Source: www.capitalmarket.com 


IPÜs-Newcomers In Demand: The boom in the Indian economy and the rising seconda < 
market helped the primary market no end. A total of 90 companies mobilised a record Rs 29.000. | 
crore through the IPO (initial public offering) and follow-on offering route during 2006, compared 
to Rs 10,000 crore raised by 53 companies during the previous year. The previous record was set 
in 2004, when 25 companies mopped up Rs 13,120 crore through this route. Reliance Petroleum 
(Rs 8,100 crore) and Cairn India (Rs 5,261 crore) led the way and accounted for more than 40 per 
. cent of the total mobilisation. And the Big Daddy of the real estate world, DLF. withdrew its Rs 
13,000-crore float; this may now hit the market in 2007. Overall, it wasn't a good year for IPO 
investors. A majority of the issues are trading at a discount to their offer price. But some, like Tulip 
IT and Tech Mahindra have handsomely rewarded investors. 
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Fils continued to pour money into India. 


IEEE 3,530.3 
CRE 7,587.5 
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. ..His-Still Bullish on India: Let'srewind tothe APr-06 TAM 
_ beginning of 2006. The conventional wisdom then was — May-06 -7,354.1 
 thatthe markets might lack lustre this year following  Jun-06 ic 

- - three consecutive years of good returns. But someone =, ay 
. . Obviously forgot to inform Fils about this. The $8.31 ^. ^ ^ 
 . billion (Rs 38,004.7 crore) of foreign fund flows easily ^v&-06.- 
.  placesit among the three best years for such inflows. : Sep-06 - 
The year, however, had its share of hiccups. Foreign ^ ว น 6 = 
investors went on a selling spree, offloading $1.63 billion _ x ls 
. (Rs 7,354 crore) worth of shares in May and June, - u oe 
- triggering off panic selling in the market. But, asthe. — Dec-06 : | 71,102.4 
- „Saying goes, all's well that ends well. S BIB Figures in Rs crore | 
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A new India: Reforms have enne the lives of many Indian families like the Bangalore-based Basrurs 





NDEED. THE TIME HAS COME, BUT WHAT ALONG WALK its gold. “Internally, warning bells were ringing from 
it has been. Back in 1991, on what appeared to be as early as 1988," says Shankar Acharya, the then 


calm seas, the Indian economy hit a near fatal ice- | Economic Advisor, Finance Ministry. But many ignored 
berg. The trigger: A 70 per cent jump in crude im- — it. For, the economy was indeed chugging along, with 
port bill and a drop in remittances from West Asia. robust growth witnessed through most of the 80s. 
Tottering on the brink of sovereign default, the coun- The only indicator was one of a mounting 
try borrowed from international lenders and pledged fiscal deficit—the difference between government's 
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earnings and spending—in an environment where 
capital inflows into the country were tightly regu- 
lated and industries licensed. 

It did not take long to put out the fire. Foreign 
exchange reserves rose from an all-time low of $1.1 bil- 
lion to $5.4 billion by March 1992, with funds 
accruing from the lenders (IMF: $1.24 billion) as well 
as India Development Bonds ($1.63 billion). But the 
crisis provided a momentum for reforms that the 
Congress government seized upon. In 1991, licensing 
was done away with in 80 per cent of the industries. 
The next year, licensing needs for imports were 
removed, save a few restrictions. A volley of policy 
measures followed to attract foreign direct investment, 
portfolio capital and decontrol industries like textiles. 

The rest, as they say, is history. By the end of the 
90s, India was beginning to look like a very different 
country. Unexpectedly, services—led by the 11 indus- 
try, which took off following the Y2K crisis—started 
gaining momentum, and by the early 2000s, telecom, 
financial services and retail had started lending a 
shoulder. Elsewhere in the world, investors were 
beginning to take note of India’s surging economy. A 
Goldman Sachs report of October 2003, innocuously 
called Global Economics Paper No. 99, Dreaming 
With BRICs: The Path to 2050, made some stunning 
observations that riveted world attention to four 
emerging economies. "If things go right, (Brazil, 
Russia, China, and India) could be larger than G6 in us 
dollar terms...The list of the world's 10 largest eco- 
nomies may look quite different in 2050. The largest 
economies in the world (by GDP) may no longer be the 
richest (by income per capita), making strategic choices 
for firms more complex," the report said. 

Result: India got discovered as much for its low-cost 
potential as the burgeoning middle class. While global 
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IT services companies had begun to feel the heat from 
Indian vendors starting 2000, slower market growth 
and stiffer competition were sending manufacturers 
scurrying to China and India. Suddenly, everyone 
was interested in the “India Story’. Foreign institutional 
investors opened the floodgates to investments in 
2003, pumping in nearly $34 billion by the end of 
2006. Between 1993 and 2002, Fi investment had 
been half of that ($15 billion). Foreign direct invest- 
ment surged, too, rising from $6.01 billion in 2002-03 
to $6.1 billion in April-October 2006. India, it seems, 
is the flavour of the decade. 


Fruits of a Hard Sell 


Removing the regulatory fetters wasn’t easy. The 
government's liberalisation policies faced stiff resistance 
from the domestic industry, which got used to the li- 
cence permit-raj. The famed “Bombay Club’, which 
represented the old guard, was led by none less than 
the fiercely vocal Rahul Bajaj, whose two-wheeler 
company sold scooters that had a 10-year waiting 
period. While Bajaj vehemently refutes any dealings 
with the Bombay Club, he does not shy away from his 
argument. “I did and I do continue to ask for a level 
playing field for Indian industry. Corruption levels must 
reduce and infrastructure must improve,” says Bajaj, 
now a Member of Parliament. Tossing the argument 
back, Bajaj asks, “What were the liberalisers doing till 
1991? Although the Prime Minister is at heart a lib- 
eraliser, surely, there was no sign of this till 1991.” 
It was not just industry that had to learn to live with 
change. The banking system too was in for reforms. 
With new provisioning norms in place in 1991-92, bad 
debt that was earlier brushed under the carpet, was 
brought into the open. During the year, the govern- 
ment provisioned Rs 5,700 crore for banks to shore up 





^- 


ETA Fujitsu General 


The only air-conditioner that keeps aesthetics in mind, 
your office in comfort and your finances In check 


MEE = => e VET. 


| Su. P | 
- 


$ 
เพ ส อ i 








` — ok x DC inverter control compressor - for up to 50% power saving 
AIRSTAGE" [/senes ° ep GGENERML 
2 High efficiency refrigerant R410A | Long piping design - max 
Variable Refrigerant Flow System length 150m, height 50m | Easy installation & maintenance AIR CONDITIONERS 
Advanced control options | Connect up to 48 indoor units, with capacities from 6,000 to 90,000 BTU The Extreme Machine 


The @GENERAL range includes Highwall, Ceiling-wall, Cassettes, Multisplit - DC Inverter, Ductables and Windows. Heat-pump models also available. 





Visit www.generalindia.com or contact info@etageneral.com 


ETA GENERAL Pvt. Ltd., Corporate Office - Chennai: Ph: 28297627-30. Fax: 28297634. Regional Offices: New Delhi: Ph: 24649268 Mumbai: Ph: 26865334 - 37 

Kolkata: Ph: 22836508 Branch Offices: Ahmedabad: Ph: 26743260 Bangalore: Ph: 25356711 Bhubaneshwar: 9861226968 Chandigarh: Ph: 5087288 - 90 
z Hyderabad: Ph: 66323530 Vijayawada: 9849157606 Indore: Ph: 9893078731 Jaipur: Ph: 3966080 Kochi: 4010638 Nagpur: Ph: 9371177785 Pune: Ph: 26051310 
x Surat: Ph: 98980-89591. 





their capital adequacy norms; private banking licences 
were issued by RBI to kick in competition in the sector. 
During this period, the government’s interven- 
tions were matched by its abdication. Not only was the 
office of the Comptroller of Capital Issues (CCI) abol- 
ished, the Securities and Exchange Board of India 
(SEBI) was made a statutory body. And thus, the market 
regulator was born, though it was later in 1995-96 that 
SEBI was empowered to regulate all market interme- 
diaries. However, the regulatory experience was 
patchy during the decade. The non-banking finance 
companies' sector, which at one point of time consti- 
tuted 10 per cent of the market, became the cause of 
huge losses to the common man. “The mess in the 
NBFC sector can be traced back to the RBI’s inability to 
act in time and appropriately," says U.R. Bhatt, a 
Mumbai-based investment advisor. 
Notwithstanding the stock market scams and the 
controls (which were far from altogether removed), the 
economy recorded a comfortable 5.3 per cent growth 
in 1994-95, a vast improvement over the 0.9 per 
cent recorded in 1991. Industrial production, which 
virtually stagnated in 1990-91, grew at around 8 per 
cent during the year. Alongside, the small and medium 
enterprises (SMEs) began to raise their head. It was 
not easy because, for one, the government was suck- 
ing out a lot of banking credit to finance its deficit. For 
instance, during 1993-94, banking credit to govern- 
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ment rose by 25 per cent, even though the previous 
year, it rose only 14.1 per cent. But that did not 
blunt the entrepreneurial spirit. 

Take the case of Ramesh Datla, who decided to buy 
out his uncle's pH-metre manufacturing unit, Elico Ltd, 
in 1998. The business was plodding along over the pre- 
vious three decades, but without much gusto, when 
Datla decided to focus on “design and development of 
high technology, high value-added instruments that in- 
volve optics, fine mechanics, hardware and software". 
Today, his company records a turnover of Rs 25 
crore per annum. Of course, there were other entre- 
preneurs such as Naresh Goyal and Sunil Bharti Mittal 
who hitched their stars to bigger opportunities in 
newly-liberalised industries like airlines and telecoms. 


Beginning to Think Infrastructure 

The stimulus for institutional building was contin- 
ued in another key sector—infrastructure. Although the 
National Highway Act was promulgated in 1988, 
the organisation was born only seven years later, in 
1995. Why? The political system was unwilling to let 
go of the reins of power. NHAI, however, did little till 
2000. Says A. Bordia, former member (finance), NHAI: 
“During the first five years, little work was done. It was 
only after the National Highway Development Progra- 
mme was conceived in 2000 that significant delivery 
began.” The NHDP programme kicked off with the 
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Opening up a whole new world: The IT industry has 
been the main driver of economic growth and has 
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four-laning of highways linking the four metros. The 
total outlay of the highway programme till 2012 is es- 
timated at Rs 2,20,000 crore. 

On the telecom side, the government rolled out the 
National Telecom Policy in 1994. What ensued over 
the next decade was a telecom revolution with the con- 
sumer benefiting from scale and rapidly improving 
technology. Penetration of telephony, however, is a suc- 
cess story more in urban areas than in rural India. Says 
Pradip Baijal, former Chairman, TRAI: “Urban tele- 
density has vaulted from 8-9 per cent in 2003 to 35- 
40 per cent in 2005-06. However, this success story has 
not been replicated in the rural areas, where teleden- 
sity has only marginally risen over the same period.” 

While the government was able to make head- 
way in the two critical areas of telecom and highways, 
during the 90s, it floundered in the power sector. In the 
first place, its attempts to fix the problems in the sec- 
tor were in the wrong end of the business—power gen- 
eration. As it soon became evident, the lack of capacity 
addition in power generation was a symptom, not the 
disease. The real malaise lay in non-payment of power 
bills. Since power is on the concurrent list of the 
Constitution, the Centre could not effectively intervene 
even after it realised its mistake. “Central intervention 
in states is now being effectively delivered through the 
Accelerated Power Development and Reform Prog- 
ramme and the pace of reform has picked up,” says 
R.V. Shahi, Secretary, Union Power Ministry. 


Rationalising Taxes 

The 1991 shock also brought to the fore the need to 
reform the tax structure to make Indian industry 
competitive, among other things. Consequently, tax 
rates dived from peak rates of 150 per cent during 
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1991-92 to below 20 per cent. Tax rate rationalisation 
towards the mid-90s cost the exchequer around Rs 
4,000 crore. However, the turn of the century heralded 
the birth of a new economy, which yielded more re- 
sources. Information technology picked up pace and 
changed the lives of several middle class families. 
The monopoly of public sector in the air travel business 
was eased in 1993-94, which led to the mushrooming 
of domestic airlines. Services as a class of occupation 
began to emerge with strength. 

The collective strength of reform measures touched 
middle class life in several manners. Take the case of 
Shyam Basrur, 47. For over a decade, Basrur spent 12- 
14 hours a day commuting and working in pre-liber- 
alisation Mumbai, haggling with government offi- 
cials and filing in sheaves of application forms to im- 
port new machinery and export finished goods as a 
mid-manager at Pidilite. “There was no market in 
India, but the government did everything it could to 
prevent you from going abroad,” says Basrur, who re- 
members fighting with financial institutions for funds 
and with embassies to process visas to let him travel. 

Just like India, Basrur is a different man today. As 
liberalisation set in, Basrur, who moved to India’s IT 
capital in the early 90s after living in Mumbai for 
decades, found that working and, in fact, setting up his 
own business became a feasible idea. “Procedures 
were simplified, forex limits were raised and banks be- 
gan lending more liberally,” says Basrur, who set up a 
family-owned enterprise, Basrur Uniseal, which man- 
ufactures non-asbestos auto components and counts the 
likes of Bosch, Kiroloskar and Volvo (through a foreign 
collaborator) as its customers. “Liberalisation has 
allowed me to look for foreign partners and collabo- 
rators, travel frequently and aggressively target overseas 
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Not all that fertile: Agriculture, which sustains 60 per cent of India's workforce, is stagnating. Its share in the 
GDP, currently at 17 per cent, is declining, which could create severe imbalances in the country 





markets,” says Basrur. His could be the story of thou- 
sands of other educated Indians. 

Alongside trade and tax reforms, the government’s 
market reform measures were aimed at altering the 
quality of capital hitting the shores. During the 1991 
crisis, foreign capital inflow was mostly by way of debt. 
The government then embarked on a roadmap to 
gradually shift to non-debt funds (like rr funds). Over 
the last 15 years, the Fil count has risen from nil in 
1993 to around 850 in 2005-06. But partial insulation 
from foreign market continues both ways—overseas 
commercial borrowings are monitored, while entry of 
foreign funds into the market can be channelled only 
through registered Fus. Today, the situation is such that 
foreign direct investments exceed Fil inflows, pointing 
to the long-term attractiveness of the country. 

The Centre was not alone in pushing for foreign 
investments. States too undertook independent ini- 
tiatives. By 1995, Haryana, Orissa, Kerala, Rajasthan 
and West Bengal had taken independent initiatives to 
invite foreign investments in their respective states. 
However, over the years, competitive forces kicked in, 
especially among states endowed with natural re- 
sources. In recent times, Jharkhand and Orissa have ac- 
tively wooed investors to mine their minerals. An 
equally aggressive battle is being fought for setting up 
economic zones that provide tax sops. 

While the contours of the economy have shaped up 
well, thanks to the forces of globalisation, the question 
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now being debated is a daunting one: How many 
people are benefiting from this growth? The issue is not 
lost on India's political masters, with the Prime 
Minister constantly referring to the need to ensure ‘in- 
clusive growth'. He has reason to worry. Farm labour, 
which accounts for around 60 per cent of the work- 
force, contributes to only 17 per cent of the GDP. 
Importantly, this figure is gradually reducing. 
Marrying politics with economics has always been 
a challenge that more often than not succumbs to 
populism—the oil sector, with its Rs 55,000-crore 
subsidy bill, is a standing example. Equally damaging is 
the power subsidy that leaves the sector resource 
starved. The challenge ahead lies in reining in such prof- 
ligate measures and directing subsidies only to the 
needy. Key to this would be an efficient delivery mech- 
anism that ensures optimal private participation. The 
1990s saw the scaling down of walls that hemmed in 
Indian industry. The next decade will witness receding 
government participation in business, through public- 
private partnerships and privatisation (which has suf- 
fered with the Left party supporting the Centre). 
The challenge ahead lies in carrying this process for- 
ward with policies that not only serve from ‘poll-to- 
poll’ but also ensure sustainable and inclusive growth. 
One quarter of India has gained from reforms. It’s time 
we took care of the other three-quarters. ü 
ADDITIONAL REPORTING BY 
RAHUL SACHITANAND 
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Suffering from 


a Slowdown 


Neglect by state has considerably 
slowed down agricultural growth in 
the recent past. 
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Figures in million tonnes 
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strength, the agriculture sector has gone in the other dir- 
ection. Reasons: They range from changes in global cli- 
mate patterns to soil degradation to insufficient agri- 
cultural reforms. The decline has been so bad that this 
year, the country will import a record six million tonnes 
of wheat. Says M.S. Swaminathan, Chairman, National 
Committee on Farmers: “It is a wake-up call. We need 
to raise overall food production to meet growth”. 
Swaminathan has made sweeping recommendations 
to the government of India for reviving agriculture, and 
those call for initiatives in areas such as land reforms, 
irrigation, knowledge enhancement, market reforms, 
and more effective credit. The magnitude of the prob- 
lem is such that any short-term improvement—at 
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On the contrary, the stagnant growth in agricul- 
ture has led the government to import 6 million tonnes of wheat 
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least, sustainable—in farm productivity seems unl- 
ikely. What's clear, however, is that the sector is in urg- 
ent need of reforms. 

The reasons are many. For instance, the near- 
stagnant growth in agriculture has created a major 
problem—one of labour management. With 60 per 
cent of the work force in the farm sector, whose con- 
tribution to the GDP is gradually on the decline, the 
socio-political fallout of economic disparities across 
regions will be too serious a problem to ignore. 
The rural-urban divide will be wedged open wider, 
since the services sector boom continues to enrich the 
middle class in urban areas. 

Beyond this corrosive damage is the collateral imp- 
act on the power sector. Through the 
90s, politicians used the state-run 
power utilities as a tool to imple- 
ment populist measures. But now a 
maturing of strategy is evident on 
this front. Towards the end of his 
tenure as Andhra Pradesh's Chief 
Minister, Chandrababu Naidu, a 
reformist at heart, turned his energies 
towards implementing the Godavari 
lift irrigation programme. However, 
that did not save his job. 

Voted out of power, he com- 
mented to some colleagues that per- 
haps he should have gone about 
the irrigation programmes with 
greater zeal. Contends Naidu: 
"There was severe drought for four- 
five continuous years, and the opp- 
osition party took advantage of 
that." But his future policy says it all: 
"My slogan now is: In information 
technology, we are global leaders. 
So, why can't we become global 
leaders in food supply also." 
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Food Security in Peril? 


Alarm bells have been sounded on wheat, which constitutes around 35 
per cent of domestic consumption. 


The Foodgrain Basket Back to Imports 


Rice and wheat dominate the production | Lower wheat production has 
profile in the country. necessitated imports. 
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Act Now 


Clearly, Prime Minister Manmohan Singh’s call for a 
second revolution in the agriculture sector echoes 
the political sentiment of the day—that agriculture 
growth is integral to electoral politics as well as eco- 
nomic growth. While there is no denying that we 
are ourselves to blame for the stagnant growth in 
agriculture, global developments have also turned 
the tide against us. Global warming has reduced the 
span of winters, leading to early maturing of wheat— 
every one degree rise in temperature above normal lev- 


A. PRABHAKAR RAO 


Bt cotton planting has gone up from 0.1 million 
acres to an estimated 9 million acres 
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els during the second half of December leads to a 
yield loss of about 315 kg per hectare. 

What does it mean? The criticality of food se- 
curity cannot be over-emphasised. When wheat 
was exported a few years ago, the realisation was 
no more than around $90 per tonne. However, to- 
day, the import price is nothing less than $260-270 
per tonne. “The drop in global inventory coupled 
with diverse uses of grain (read: biofuels) has led to 
the firming up of the market,” says Atul Chaturvedi, 
President, Adani Agro. 

Sowing the seeds for rejuvenating the agriculture 
sector will not be an easy one, since the sector will be 
competing with social sectors like health and education 
for government funds. In the seeds business itself, 
government will require to improve delivery of new 
crop systems from the laboratory to the farm, since the 
private sector has so far evinced interest only in the 
hybrid yariety. First, it was Bt cotton, which, was 
introduced in 2002. In spite of the controversies 
over resistance to infections, Bt cotton planting has 
soared from 0.1 million acres to an estimated nine mil- 
lion acres in 2006, roughly 40 per cent of the overall 
cotton acreage. The private sector industry, compris- 
ing companies like Cargill and Bayer, is now sensing an 
opportunity to sell Bt rice. Its confidence is justified. 
Half of China’s rice area, for exa- 
mple, is germinated with Bt rice. 

It is not as if there are no success 
stories to look up to. If milk were 
considered a crop, it will well turn 
out to be the single largest crop, 
with an annual production of 100 
million tonnes. The 70s programme 
to revive the dairy industry in the 
country through the cooperative 
movement, cold chain infrastruc- 
ture and a sound marketing system 
endures to this day. The private 
sector, it seems, has taken a cue 
from this. Says Sanjeev Asthana, 
President & Chief Executive, 
Reliance Retail: “We plan to get 
into several agri-products and create 
a supply chain that would optimally 
remunerate the farmer.” 

If the economy needs to stay 
ahead of the 8 per cent mark on a 
consistent basis, there is little option 
but to sow the seeds of a Second 
Green Revolution. ไพ 


EPSON 


EXCEED YOUR VISION 


‘Gan inexpensive inks. mean incredible prints? 


q 


Epson makes it possible, effortlessly! With ink cartridges from as low as Rs. 250/-, 

the new Epson Inkjet All-in-Ones & Printers give you print quality like no other. The 

water & fade* resistant DURABrite Ultra inks or the cutting-edge affordable dye : yu 

inks come in 4 separate ink tanks that let you replace only the colour that runs out. Epson Inkjet All in-Ones 
So that you enjoy extra savings that are as long lasting as each brilliant print. and Printers 


Email: thinkGeid.epson.co.in Ink features vary from model to model. "Prints last upto 120 years (under test conditions) 
Epson Helpline: For product info, service or to order a cartridge - 1800 425 0011 (9AM - 9PM) . For service (CDMA & Mobile) - 3900 1600 (SAM - 6PM) — www.epson.co.in 





aS 


vies 


Manuladturar's 
Microsoft and Wind 


NYAS 


VALUE 


warrant 


DIRE 
m 
Ge 


ae 
Bas 


gE ES 


A 


x 


Y 


VPS 
SDN 


as 


2 


ies ond del 


PE 


aS 


ETC 
MERI 
RT 


Sed 


| ivéry conditions apply. Products 
ows are US registered ! 


ADI 


isuals shown may var 


(SS 


A 


SERIAL 


uen 
< 


RR 
TEAS 


x 


SOZ 


4 


Ny 


Mcr 


NA 


ZE 


Nd 


Bahra 


H 


ons apply v from the actual product. © 2006 HewlettPackard Dévelopieni Comp 
rademarks of Microsoft Corporation. Al other trademarks are used for identificatio ว 


Badd RES 
MARE E ROMAN 


Den 


ATA 
RO 


AS 


Yes 


ae 


RE 


E. 


TASA 


rye: 


TES 


SEE 


Sess 
TREE ONES 
>: 


VERSUS 
AAT 


JURA 


Bite 


pu 


CAT 
nme 
pints 
ER ASCE 
ARD 


E 


(RAUS 


S 


i 


E 


29 


sni Company, LP. The inform 
n purposes only and belong ic their respective owners. 


Bee 
v 
AY022724 
Beet 
RE 


E 


UNS 

AST: 
SO 

MAUS 


AAT 


Sms 
FANS 


s 


es 


SEO 
S 
DOR 


ae ^ 
SUA HOM 
NET 


<S 


<s 


Bee 


TESTA 


ร 


2d 


d 


Nd 


ARA 
S 


APAS 
ionge 


dns. 


INS 


TH 


ation. contained herein is subjecHo change w 


SS ETE 


PA EIER 
CERRAR 





Your little scientist has always enjoyed rhymes much 
more than science. The HP Pavilion a1521lN Media 
Center PC, powered by the Intel Pentium® D Processor 
featuring two processing cores, makes learning an 


enjoyable experience. The position of planets in solar 


system, like a simple rhyme, could just be the starting Pentium D 


point. The HP Pavilion Desktop PCs offer immense inside" 


opportunities to explore, experiment and learn. 


Dual-core. 
HE COMPUTER, Call 1800 425 4999 or 3030 4499, Do more. 
PERSO NAL AGAIN. visit www.hp.com/in/personal or your retailer. 





re Inside, Intel, Intel Logo, Intel Core, Intel Inside, Intel Inside Logo, Pentium and Pentium Inside are trodemarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries 


is PUBLICIS HP-PSG 














` 


GLOBALISATION’ | 


| Í | 
, ) AIK < ù Loc 4 
` í 
I น 1 LANA X L CA -ATU | IVA ICA IET NA A 
m~ em y ` 7873 "v r~ ~ N 7 
f ~ ศ —_ € LOB m — 4 
` | ES ) k. st a ป ๒ ฯ NS K N 


BALAJI CHANDRAMOULI 


ROUND MID-NOVEMBER, WHEN EUROPEAN 
Union (EU) Trade Commissioner Peter 
Mandelson visited New Delhi, he an- 
nounced that the EU would soon begin talks 
with India for an ambitious and wide-rang- 
ing bilateral trade and investment agreement. The 


fact that such an agreement—f at all signed—may take 
another two years, is not important. What's important 
is this: the European Union, which for long had made 
access to Indian agricultural markets a precondition to 


any multilateral trade agreements under the World 
Trade Organisation (WTO), is now wooing India. 


Commerce Minister Kamal Nath (L) with Brazil’s Minister of External 
Relations Celso Amorim during the WTO ministerial conference in Hong Kong in December 2005 
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In a sense, this captures the 
new order. With the wTo talks 
hitting a stalemate—all 149 coun- 
tries have to agree on a single 
consolidated package—global 
trade talks have gained momen- 
tum on a fractured basis. Bilateral 
and regional trade formations 
are the order of the day. Not 
surprisingly, there are close to 
200 global trade agreements. The 
last WTO meeting in Doha in early 
2006 also ended in a stalemate, as 
positions between the developed 
and developing countries hard- 
ened. One key determinant that 
led to this development was the 
India factor. It held steadfast on 
issues relating to access to the 


YEARS AFTER 


WTO & INDIA 


@ 1995: WTO is born. India signs up 
despite internal debate on inclusion 
of Agriculture and TRIPS 


@ 1996: India resists the inclusion of 
competition policy, trade facilitation 
and transparency in government 
procurement in WTO 


@ 1999: India voices its dissatisfaction 


on the non-implementation of 
promises made by developed 


countries during Uruguay Round 


e: 2006 (July 24): Doha development 
round (2001) suspended as no 
consensus emerges 


Note: Not all WTO trade rounds are included 


India's former Commerce Min- 
ister: "We fared poorly in the 
90s. It was only towards the end 
of the 90s that our skills im- 
proved." 

However, it was in the mid- 
dle of the 90s that we signed the 
only agreement that WTO has so 
far produced—the Marrakech 
agreement in 1995. What did it 
mean to Indian industry? It 
sought to eliminate textile quotas 
(under the Multi-fibre Agree- 
ment) around the wofld in a 
decade's time. Early last year, 
when the phase-out happened, 
trade statistics show that exports 
from China, and not India, 
vaulted. *Yes, in several dimen- 


domestic agriculture market, among others. 

Finally, thanks to its growing importance in the 
global market place, India has found the courage to 
speak up and be heard. But this did not happen 
overnight and not without our share of mistakes and 
missed opportunities. In other words, given that glob- 
alisation is a reality to contend with, have we always 
negotiated trade terms favourably? Says Arun Jaitley, 


AP 


ever 


European farms such as this one are big 
beneficiaries of state subsidies, which add to their competitiveness 
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sions, reforms in the domestic industry did not match 
up to demands of the agreement,” says S.M. Menon, 
who recently retired as Union Commerce Secretary. 

But the fact remains that India and Brazil have 
championed the cause of the developing countries 
during the nine encounters with developed countries 
on the wro platform. India's identity has, however, 
evolved far beyond this. It was best demonstrated, iron- 
ically, by its isolation in the wro 
talks held in Hong Kong in 2005. 
Trade talks make for strange bed- 
fellows, therefore, India went along 
with the developed countries on 
the issue of services and rr-enabled 
services. On the other hand, Brazil, 
a net exporter of agriculture prod- 
ucts, aligned itself with developed 
countries on the issue of access to 
agriculture markets. 

Such fissures have been respon- 
sible for the current stalemate in 
WTO talks. The question then is: 
How do our bilateral and multilat- 
eral trade deals fare? While it is too 
early for a complete play-out of the 
deals that we have signed or are in 
the process of signing up, the in- 
tensity of political intervention can- 
not be underestimated. President 
of the ruling United Progressive 
Alliance (UPA) party, Sonia Gandhi, 
recently shot off a letter to Prime 
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Minister Manmohan Singh cautioning the party against 
opening up agriculture and manufacturing in a hurry. 

Her apprehensions may be justified going by the re- 
sults of the ‘early harvest scheme (EHP)’ of the FTA 
(free trade agreement) with Thailand. While India’s ex- 
ports to Thailand under items listed in the EHP dropped 
2.3 per cent, imports grew a significant 80 per cent. 
Evidently, injury to domestic manufacturers cannot be 
condoned not only from an economic standpoint but 
also a political one—flight of manufacturing means loss 
of jobs, which is unacceptable for any politician. Says 
Girish Rao, Vice President, LG Electronics India: “We 
are hopeful that government will do the needful in 


H.K. RAJSEKHAR 


But the interests of the local industry need 
to be safeguarded in the face of cheaper imports 





ensuring a level playing field with regard to taxes 
vis-a-vis the ASEAN countries.” 

In the case of the free trade agreement with Sri 
Lanka, several industry bodies in Southern India are al- 
ready complaining. They argue that pepper imported 
from Sri Lanka is actually sourced from Vietnam. 
Patchwork to reassure the domestic industry—that 
Sri Lanka is not used as a mere transit port—means that 
strict safeguards are enshrined in the agreement under 
a section termed ‘rules of origin’. And, herein lies an ad- 
ministrative problem—for every bilateral agreement, 
the government gatekeepers at ports and airports will 
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need to keep a set of ‘rules of origin’. While at present, 
the number of bilateral agreements is still in single digit 
and so perhaps manageable, it might not be so into the 
future. On the CECA agreement being negotiated with 
Singapore, Commerce Minister Kamal Nath is one of 
the few in India that see Singapore as a model for fi- 
nancial discipline or as a major hub for attracting in- 
vestments into India. At any rate, Singapore has al- 
ready emerged as the fifth largest foreign investor in 
the country. 


A Fair Deal 


As India embarks upon many such agreements, the 
‘floor’ deal is fairly clear. First, that 
industry interest cannot be under- 
mined at the altar of consumer in- 
terest—cheaper imports is a by- 
product of a liberal trade regime. 
Secondly, concessions in the farm 
sector cannot be given unless re- 
forms are undertaken. Furthermore, 
it cannot be at the cost of paring of 
labour force. Here’s why: Sixty per 
cent of the country’s labour force is 
employed in the farm sector, be- 
sides which agriculture’s contribu- 
tion to GDP has been shrinking over 
time. And no politician can afford to 
annoy this vast vote bank of a sector. 

Thirdly, the changing dynamics 
of global trade make the job of trade 
negotiators even more challenging. 
For instance, till some time back, 
ASEAN countries did not bring any 
negative list on their drawing board 
when negotiating with India. At 
best, it was a restrictive list that 
meant a delay before nil duty on 
import of such goods into their 
country. Today, they are mulling a negative list. 
"There is no doubt that competitiveness of Indian 
industry needs to be matched by the government’s abil- 
ity to negotiate trade deals," says Biswajit Dhar, Chief 
of WTO studies, Indian Institute of Foreign Trade. 

Else, either we fail to seize opportunities or we end 
up stranded in the market place with no one willing to 
buy our wares. With India still ranked at a distant 155 
on the global scale in World Bank's assessment of 
dealing with licences, the country has a long way to go 
on the reform front. Till then, the trade doors need to 
remain ajar, not fully open. m 
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GUEST COLUMN 


CONOMIC REFORMS SINCE 1991 HAVE 
produced some spectacular results, but 
there’s lots more that is required to en- 
sure ‘inclusive growth’ in the country. The 
various policy-driven reforms undertaken 
over the last 15 years have taken our country from 
‘third world’ status to one that plays a part, albeit small, 
in defining the fate of the global economy. In time to 
come, this will only get amplified, provided policy 
moves are carefully crafted in an inclusive manner, in- 
volving all the stakeholders. For, the reforms to be un- 
dertaken over the next 15 years will be quite different 
from the ones ushered in over the last 15. 

Before one ventures into the challenges that lie bef- 
ore us, a throwback to the past will provide a per- 
spective to the task that lies ahead. Economic reforms 
in the country started in the trade sector, went on to 
industrial licensing, and then on to the financial sector, 
where too it was more rapid in the equity sector 
rather than in the banking segment. 

The Eleventh Plan approach paper prepared by the 
Planning Commission provides an insight into the 
trends observed over the last five years. It reveals 
that for various reasons, we have performed much bet- 
ter in the services sector than anywhere else. The sta- 
tistics are appalling in the agriculture segment and even 
the manufacturing sector has been a laggard. The 
question then is: Is this growth process sustainable? The 
approach paper says that there is a sustainable path to 
higher growth but this requires corrections on many 











aspects that are clearly not desirable. A certain section 
of the intelligentsia feels that China's advantage lies in 
manufacturing while India's lies in the services. This is 
false. This sector will not be able to create adequate jobs 
and hence is not desirable. 

Importantly, the manufacturing sector is best cap- 
able of absorbing excess labour from the agriculture sec- 
tor, where growth has been stagnant. Evidently, we 
have a problem in the agriculture sector. The situation 
is bleak. The current growth rate is less than half the 
growth witnessed in the past and best projections in the 
future place it at half the growth rate in other sectors. 
If we cannot double the agricultural growth rate, we 
have a serious problem on hand. To ensure inclu- 
siveness in our policy initiatives, we must stress agri- 
culture and also recognise that growth in the manu- 
facturing sector is the only solution. We need to 
move people out of agriculture. 

If one accepts that basic framework, then we have 
to concentrate more resources in agriculture since 
this is where most people are, but recognise also that 
what is more important in the long run is to proactively 
offer initiatives that improve the pace of growth in the 
manufacturing sector. The future clearly lies in the 
manufacturing sector. However, currently, there is 
a peculiar picture in the manufacturing sector, where 
growth is divided between the small- and large-scale 
industries. Labour intensity in large-scale industrial units 
has been either stagnant or on the decline, coupled with 
a reverse trend on the capital front. In fact, productivity 
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of existing labour has improved mas- 
sively over the years. In a sense, it is a rep- 
eat of the 80s scenario. 

Meanwhile, there has been a signifi- 
cant growth of employment in the uno- 
rganised sector. While there has been a 
huge increase in employment in this sec- 
tor, the capital per person and the output 
per person have not risen much. In this 
context, the debate on the need for labour 
market reforms takes a different shape. 

It is only natural to encounter resist- 
ance and objections from the unions, on 
this count. In some sense, it is a given rea- 
lity. Fact, however, remains that real 
wages have not risen. In fact, labour (de- 
spite the recent crunch) is doing pretty 
badly and big industry has been able to 
get around the labour laws. The question 
then is: If everything is working pretty 
much in a flexible manner, will change in 
labours laws help any further? 

Also, given the fact that a large num- 
ber of people are involved in petty man- 
ufacturing and retail trade, corporate 
sector does not compete with them on a 
level playing field since, on an average, it 
takes six persons in the small industry to 
do the job of one person in the corporate 
(big industry) set up. Hence, increasing 
jobs in the corporate sector only adds 
to the issue of unemployment. In other 
words, the labour law issue is only mar- 
ginally relevant from the point of view of 
big industry. Rather, it is more relevant 
from the point of view of the petty 
worker—or the blue-collar worker. 

So, what course correction measures 
are required in this context? Investment 
reforms is a critical component of any 
course correction measure that the gov- 
ernment ought to undertake. For ins- 
tance, the prevailing investment policy has 
increased the capital per person. How- 
ever, the attractiveness of the investment 
environment has also improved on acc- 
ount of tax incentives provided by the 
government—for example, accelerated 
depreciation. 

In this context, the practice adopted 
by China is noteworthy. China has pro- 
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vided thrust to manufacturing in the exp- 
orts sector. This way, it has saved its 
small-scale sector and ensured job secu- 
rity. It has also protected this sector from 
overseas competitive forces as well. In 
other words, it has adopted a mercantilist 
policy—plied on incentives to the exports 
sector. This takes us to the hotly debated 
topic of special economic zones (SEZs). 

With states rushing in to set up SEZs, 
several problems are being encountered, 
There are primarily two issues: One, of 
agricultural land being taken away from 
peasants for setting up SEZs and, sec- 
ondly, the fiscal issue of foregoing taxes. 
However, I believe, the SEZ sector is one 
area where, if labour laws are made a lit- 
tle more flexible, the state could achieve 
several objectives without attracting pub- 
lic accusation of land usurping or that of 
giving huge tax reliefs. There is scope 
to create space, where the corporate sec- 
tor competes with everyone else in the 
world, except the small domestic indus- 
tries. Otherwise, evidently, there is bound 
to be a political problem. 

Another aspect of the SEZ problem 
is that the states are competing with each 
other for investments. As far as industry 
is concerned, it is good news. However, 
how does it stack up for the states? While 
the states’ proactive approach is wel- 
come, evidently, this competition is un- 
dermining state revenues. There is a de- 
gree of concern on this count, although 
no momentum has yet gathered. 

There are other issues that need to be 
addressed besides the immediate one of 
handling the sez policy. We do not have 
a coherent strategy to ensure that the 
small-scale sector grows—if a small shop 
employs 10 persons, the stimulus from 
the state to enable him to grow and emp- 
loy another 40 is sorely missing. In short, 
scalability is missing. This is because fin- 
ancing instruments to ensure this are 
missing. Furthermore, several kinds of res- 
trictions inhibit growth. We need to 
break this barrier and help the small ent- 
repreneurs grow. While financing issues 
continue to drag down growth at the 
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lower end of society, the financial markets appear to 
be in the pink of health. India is, for one reason or the 
other, the darling of the world markets. So long as that 
continues, the economy will chug along comfortably. 
But let me throw in a caveat: Our ability to grow 
will definitely be blunted if the Pay Commission rec- 
ommendations are not reasonable. After the last Pay 
Commission recommendations were implemented in 
1997, the growth momentum was badly injured. One 
must not forget that the world is bullish on India 
since it believes that the state will spend a lot of 
money on infrastructure as well as undertake reforms. 
There are two other negatives that can alter the 
growth picture. One, if there is any slowdown in the 
US economy, the world growth, and India’s own exp- 
orts growth, would suffer. Two, a global recession, 
compounded by high oil prices, could 
result in hardening of inflation rates. 
Leaving aside external issues, we are 
indeed set on a growth rate of at least 7.5 
per cent and possibly 9 per cent. 
Importantly, changing governments will 
not alter this growth rate provided some- 
thing is done about employment and 
agriculture. We have a window of the 
next 20 years to improve our labour pro- 
ductivity massively. If status quo contin- 
ues, we will not be able to net a ‘long run’ 
advantage on the labour front—the exi- 
sting edge will wear out over the next 10 
years. Clearly, the real development task 
lies in investing in people, i.e., education 
and health; in helping move people from 
agriculture to other sectors. 
Government's attention needs to be 
drawn to the irrigation sector, where 
there is an immediate need to recharge 
groundwater, undertake conservation 
techniques, and improve soil quality. 
While there are land and water issues on 
the one hand, all climate change models 
tell us that India is going to get it pretty 
badly. However, it will be worse if we 
don't do anything about land and water. 
On the positive side, the low growth 
rates in agriculture can also be attributed 
to the fact that over the last decade, huge 
food stocks have been built up driving 
down the global market prices. It is only 
now that the stocks are depleting, result- 
ing in higher realisation by the farmer. 





Secondly, investments have hit a rock-bottom, which, 
hopefully, with state-intervention will rise. 

Compounding the sectoral issue is the state's 
delivery system, which has crumbled. Furthermore, 
the cooperative system is in disarray—«redit, for 
most part, does not reach the targeted segment. 
Other aspects of the agriculture sector—for example, 
seed production—have taken a hit. Here, the gov- 
ernment needs to realise that private sector will not 
step into every economic activity. There are some ar- 
eas where the government alone can deliver. For 
instance, private sector does not consider production 
of non-hybrid variety seeds a viable business. One 
must not forget that the Green Revolution was en- 
tirely the result of government intervention. The 
magnitude of issues and constraints in resolving 
agriculture related issues points to the 
fact that the future lies in honing our 
abilities in the manufacturing sector. 

So, what can we do to ensure that 
industrial growth is inclusive—that it 
enables greater employment opportuni- 
ties? The government needs to study the 
profile of Indian industry in the post- 
liberalisation era. What needs to be un- 
derstood is whether the big corporations 
are restricting their area of business ow- 
ing to the comfort that the tax sops pro- 
vide. In other words, if these are rem- 
oved, will the corporations move to other 
areas of operations? The government 
must also ensure that institutional mech- 
anisms are tightened to ensure wider 
and effective disbursement of funds to the 
small and medium industries. 

Whether it be the manufacturing sec- 
tor or the agriculture sector, the key to 
ensuring results is an effective delivery 
system. While manufacturing sector can 
bank on the entrepreneurial spirit of the 
private sector for most part, agriculture 
has to contend with the government 
delivery system. It is here that ‘quan- 
tum' reforms need to take off. 
Commerciality and the principles of car- 
rot and stick need to be inculcated in 
every government scheme and the bu- 
reaucracy must be held accountable for 
its actions. This will prove to be one of 
the most difficult aspects of the reform 
journey over the next 15 years. 8 
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Arguably, the past 15 have been eventful years for India. Yet, there 
are some achievements, landmarks, and incidents that stand out for | 
their uniqueness. Like a Prime Minister declaring a state of economic D> 
emergency or industries getting privatised. 4997 

Health insurance sector 


499 Fils allowed to invest 
in unlisted 
companies, disinvestment » opened up, tax on 
commission established, and a — BLE 
New Minimum Alternate Tax is shareholders 
introduced for zero tax and low merecen "m zs 
tax paying companies (Lagan Jute Machinery) 
takes place 








| Finance Minister Manmohan 


Singh presents the annual 
budget and declares that the 
economy is in "deep crisis" and 
opens up industries to foreign | 
direct investment, besides 134435 


proposing PSU disinvestment 199 The telecom sector 
is privatised 








M A 
March 1992. 499 Service Tax is 


Controller of Capital Issues introduced 
abolished, and liberalised | 
exchange rate management 
introduced 


14993 The Uruguay Round 
of world trade talks 
conclude, and a 10-year phase 


out of Multi Fibre Agreement is 
agreed upon 
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Implementation 
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implementation of FDI 
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refinery makes India 
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H iban ` Talk about contrasts. The Indian 
e economy was crawling at 1.2 per 
cent way back in 1991-92, and 
exports were less than $18 billion. 
Today, the GDP is surging at 8 per 
$100 billion. There are many other -QO 
now things that have changed about 7.9 8 Zo | 
the economy. Take a look: Estimate 
state govts as % of GDP 
1991-92: 7.02% 
2005-06: 7.45% 


A 
cent and exports have topped 2006-07 

Fiscal deficit of Central + $142,416.3 mun 

2006-07: 6.50% Estimate 





i 725.1 mn 










| x to GDP ratio 
| 14990-91: 10.145 
d 2003. 04: 92498 
Y i > 2005-06: 40.48: 
ณี ส 2006-07: 44. 
Estimatg 
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Toyota Qualises and three Chevrolet Taveras, all of 
which ferry call centre and rr workers to and from their 
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THE SECTOR THAT TURNED 
INDIA AROUND 


How and why services became India's growth engine. 


VENKATESHA BABU & SHIVANI LATH 


UMAR RANGANATH IS AN ARTICULATI 
36-year-old who failed to clear his senior 
secondary exams 20 years ago and, subse- 
quently, became a cab driver. Today, he 
owns a fleet of 12 vehicles, including four 


offices. “Fifteen years ago, a person of my background, 


<ë, 





with limited education, could at best have hoped to be- 
come a peon in some office. But now, Í employ 27 peo- 
ple including drivers, cleaners and mechanics. Getting 
bank loans at affordable rates has been a boon for 
me. More glass and chrome structures (he means IT/ITES 
companies) coming up in Bangalore is good for my busi- 
ness,” says Kumar, who recently bought a Rs 32-lakh 
apartment in the city. Kumar may or may not have 
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Services has been the star performer, expanding on average at around 9 per cent per 
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heard of the “services sector”, 
but he is—like millions of other 
Indians—both a participant in 
and a beneficiary of the boom 
in this sector. 

Services has been the star per- 
former within the overall gross 
domestic product (GDP) growth 
story, expanding on average at 
around 9 per cent per annum 
since the economy was opened 
up in 1991. Today, it contributes 
54.1 per cent of the country’s 
$720-billion (Rs 32.4 lakh crore) 
GDP and employs around 23 per 
cent of its estimated 497 million 
workforce. Little wonder then 
that the sector is now the engine 
of economic growth in the coun- 
try. Says Siddhartha Roy, Econ- 


๑ Knowledge of English, largely a 
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WHAT DROVE THE 
SERVICES BOOM... 


Fifty per cent of India’s population is 
under the age of 25. Agriculture has 
been shedding people and industry 
can't add the 18 million people who 
join the workforce every year (almost 
equivalent to Australia's total popula- 
tion) fast enough. A majority of them 
enter the services sector 


colonial legacy, has come in handy 
as English has become the de facto 
global business language — — 


o Opening up of the telecom and finan- - 


cial services sectors have not only hel- 
ped those sectors but have also had a 
significant multiplier effect on other 


this economy. But the IT and ITES 
sectors remain the most high 
profile components of this basket. 
But these sectors owe a large 
part of their success to the tele- 
com sector. 

India had a tele-density of 
0.69 per cent in 1991-92 (in 
other words, there was one 
phone for every 150 people). 
Today, 10 years after the sec- 
tor was opened up, the tele- 
density has improved more than 
20-fold to 16.6 per cent. India 
today has more than 170 million 
telephone connections. “One of 
the main reasons for this growth 
is the confidence of the industry, 
arising from forward looking 
policies of the government, ena- 


_ parts of the economy like IT services _ 


bling regulation and fair play 
» Labour arbitrage; wages are lower 


omic Advisor, Tata Group: “With 


a population of over a billion 
people, India’s advantage is clearly 
its manpower and the fact that 
it is a low-cost base for operations 
of any kind. So, India will have an 
advantage in any sector that requires manpower, and this 
will contribute to the growth of the economy by pro- 
viding enormous employment opportunities.” 
Services constitutes everything right from the more 
identifiable tr and BPO sectors to financial services, ret- 
ail and telecom. Even the activities of your friendly 
neighbourhood dhobi and the services rendered by your 
housemaid and by people like Ranganath are part of 


s in India 
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@ Tax holidays and concessions f 
provided in the early years 


among players,” says T.V. 
Ramachandran, Director General, 
Cellular Operators Association 
of India. It was this improved 
tele-connectivity that actually 
kick-started the success story of the Indian IT sector. 
Adds Anant Koppar, outgoing President of MphasiS 
Technologies who is launching new start-up next 
month: “If it were not for the telecom revolution and 
dropping bandwidth prices, the rr industry would not 
have come into being. The telecom revolution actually 
kick-started the process of India becoming the rr serv- 
ices and BPO back office to the world." 


IT/ ITES 


ROM ABOUT RS 250 CRORE IN 1991, INDIAN IT 

services exports (including BPO services) touched 
$23.4 billion (Rs 1,04,130 crore) in 2005-06. The 
projection for 2010: $60 billion or Rs 2.7 lakh crore. 
Riding this boom, companies like Infosys Technologies, 
TCS and Wipro have grown into multi-billion-dollar gia- 
nts. Consider this: Infosys, which was a Rs 5-crore 
company in 1991, is expected to end the current fis- 
cal with revenues in excess of Rs 13,350 crore. 
India today commands a 65 per cent share of the 
global offshore market and a 46 per cent share of 
global business process outsourcing industry. Kiran 
Kamik, President, NASSCOM, the IT industry's advocacy 
and lobbying forum, says: "What has been achieved is 
commendable, but the future is even brighter. The opp- 
ortunities in the KPO sector, engineering services and 
outsourced R&D are tremendous." 


A Combination of Factors 
In fact, it has been a happy con- 
vergence of demand and supply 
side mechanics, favourable policy 
framework and congenial eco- 
nomic environment that has rea- 
lly fuelled this boom in the serv- 
ices sector. There were no malls 
in India in 1991; there will be 
358 of them by the end of 2007. 
According to a recent media rep- 
ort, India has the largest num- 
ber of shops in the world. Higher 
disposable incomes in the hands 
of consumers is creating demand 
for all kinds of goods and serv- 
ices, including for items that were 
considered “conspicuous con- 
sumption” till a few years ago. 
Ranjan Biswas, Head (Retail 
Practice), Ernst & Young, India, 
says: “The retail boom and dev- 
elopment of rural markets have 
been significant contributors to 
India’s employment numbers. 
They will also contribute to the 
development of infrastructure and cold chains in the 
country.” Adds Kishore Biyani, CEO, Future Group: 
“Modern retailing, which is just taking off in India, is 
definitely one way to expand the economy. We have 
15,000 employees managing 4 million sq. ft of retail 
space; this number will rise to 100,000 employees by 
2010-11 as we expand our business.” Says 
R. Subramanian, Managing Director, Subhiksha 


_ Sector unrest 


SAPTARSHI BISWAS 





...AND WHAT CAN 
TRIP IT UP 


@ A lack of adequately-trained man- 
power and demand-supply mismatch. 
(the IT and ITES industry itself faces a 
shortage of half-a-million trained 
personnel by 2010, according to 
NASSCOM) 


@ Any slowdown in global growth as 
Indian service industry gets increas- 
ingly integrated with global economy 
(the top 3 IT players get 70 per cent 
of their revenues from the US) 


@ Low productivity (profit per 
employee in the banking sector at 
around Rs 2.5 lakh per annum, is 
extremely low compared to 
developed countries) 


@ Anti-reform political platforms 
gaining momentum and social 


@ Infrastructure bottlenecks 


Trading Services, which plans to 
have 1,000 stores by the end of 
2007: “The retail sector pro- 
vides job opportunities to a broad 
spectrum of people. This phe- 
nomenon is not restricted to just 
the metros but encompasses peo- 
ple from all backgrounds. In our 
case, we employ 8,500 people 
and this number will increase to 
20,000 by the end of 2007.” 
And just as the development 
of the telecom sector helped in 
the growth of the IT sector, the 
emergence of a modern financial 
services sector helped all the 
other sectors of the Indian econ- 
omy. How? The capital market 
absorbs large inflows from for- 
eign institutional investors (FIIs) 
and domestic investors and feeds 
the financial needs of Indian cor- 
porates. Besides, the growth of 
the capital market has attracted 
intermediaries like private equity 
and other funds that also channel 
large sums of money towards cash-hungry Indian 
industries. Says Leo Puri, Director, McKinsey & 
Company: “The last decade has been transforma- 
tional for the Indian financial services industry. It has 
been driven by two factors—the entry of a large 
young population into the working age category and 
the emergence of indigenous institutions.” With 
Indian industry in investment mode and retail bor- 


TELECOM 


NDIAN TARIFFS ARE AMONG THE LOWEST IN THE WORLD. 

Result: the country is adding more than 6 million new 
telecom subscribers every month since September, 
2006—a world record. Driving this growth is the 
mobile telephone revolution that has driven tele- 
density in the country from an abysmal 0.69 per 
cent in 1991 to more than 16 per cent (and counting 
every month) now. This is a huge change from the time 
when one needed “influence” to get a telephone con- 
nection and the public sector monopolies used to 
fleece customers dry. All the major cell phone man- 
ufacturers—Nokia, Sony Ericsson, LG and Motorola, 
now have manufacturing bases in this country. In 
fact, the mobile telecom industry alone has generated 
3.6 million jobs directly and indirectly and provides the 
government with annual revenues in excess of 
Rs 16,000 crore. 
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WHAT THE SERVICES SECTOR WANTS 


e Flexible labour laws 


@ Further opening up of the sector. For instance, 100 
per cent FDI in retail 


@ Accelerate financial sector reforms; this will help 
make Indian firms globally competitive 


@ Investment in infrastructure 
@ A national services sector policy 














rowers on a binge, the boom in the financial services in- 
dustry looks set to continue for a while. 


The Growth Drivers 

But what exactly is driving the growth of the services sec- 
tor in India? While the opening up of the sector to 
greater private participation (as in the case of financial 
services and telecom) has been one, it also has to do a lot 
with the entrepreneurial zeal of Indians. The colonial 
legacy—of a large English-speaking population—and 
the fact that English has become the de facto language of 
global business also helped sectors like rr and ITEs. 

“India is fortunate to have a large techno-savvy, 
English-speaking talent pool that can tap the global opp- 
ortunities," says Ashima Goyal, Professor, Indira Gandhi 
Institute of Development Research, adding: *While direct 
employment in ITES is one million, the spillover to other 
jobs such as transport, catering, etc., has created another 
four million jobs." The multiplier effect is all too appar- 
ent, but Goyal is quick to add: “Unless the manufactur- 
ing sector expands, people lower down the skills scale will 
remain unemployed. rr companies have already realised 
the fact that only 25 per cent of India's engineering 
graduates are employable and, so, are setting up training 
schools to bring the others up to the mark." 

But there's a flip side to this. The services boom is cre- 
ating huge income disparities. True, it is creating a num- 
ber of high skill, high paying jobs; but it is also creating 
a much large number of jobs that require less skills and so 
give their holders much less income mobility. Then, a 
global slowdown can have a severe impact on the growth 
of export-led services (like rr and rrES), and cause dis- 
ruptions in sectors that draw sustenance from these. 
And this, in turn, can cause social unrest and trip up, or 
retard, India's splendid story so far. The services sector is 
on song right now and is providing India with the growth 
momentum, but it's time for the other two engines of the 
economy (agriculture and industry) to start firing if the 
economy has to sustain its momentum. ü 
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HE LAST DECADE HAS SEEN THE FINANCIAL SERVICES 

sector in India attain a degree of maturity. From one 
that was often manipulated by powerful intermediaries, 
it has emerged as the primary conduit for funds for 
India Inc. and a credible investment vehicle for 
Indians. Indian households save 28 per cent of their 
disposable income, but less than half of this is cap- 
tured by the financial system. Mutual funds, ins- 
urance and fixed deposits are the primary savings ins- 
truments in the country. The mutual funds industry 
now manages Rs 2,31,862 crore. The insurance 
sector has been slower off the block, but it is picking 
up now. But the banking sector, with assets of Rs 
12,11,760 crore and deposits of Rs 9,87,360 crore, 
remains the backbone of the system. 
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| MANUFACTURINGS 
I SURPRISE COMEBACK 


When services took off in the late 90s, no one 
gave manufacturing a second chance. It turns out 
they were dead WTOFTIg. SHALINI s. DAGAR 


OR MOSER BAER CHAIRMAN DEEPAK PURI, INDIA’S year. The Old Economy in India seems to have roared 

manufacturing story has yet to unfold. “As far back with a vengeance. 

as manufacturing is concerned, I would call 30 But it wasn't always this bullish. The first few post- 

years ago 30 BC (in a manner of speaking), 15 reforms years were traumatic for the sector that had for 

years ago 15 BC and now as Year Zero," he long been protected by high tariff walls. The worst hit 
says. Puri's comment sums up the state of Indian man- were the small businesses, the backbone of manufac- 
ufacturing in the post-liberalisation years. The sector turing in any nation. “When the economy opened up, 
grew at 11.2 per cent during April-October 2006-07 small and medium enterprises (SMEs) became the imm- 
compared to the corresponding period of the previous ediate casualty,” says Puri. 
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Moser Baer plant: The manufacturing sector grew at 11.2 per cent during April-October 2006-07 
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The recession of the mid-90s followed. It was the worst of times. 
The doomsayers said Indian industry was going under. But displaying 
a resilience few thought it possessed, India Inc. invested heavily in mod- 
ernising and upgrading capacities and on rationalising its bloated man- 
power. The process was painful, but the sector emerged from it 
leaner, meaner and fighting fit. Ravi Kant, Mb, Tata Motors, rem- 
embers how the company cut almost Rs 2,000 crore in annual costs 
over a span of just a few years. “Our break-even point reduced 
from about 60 per cent capacity utilisation to 34-35 per cent,” he says. 

The tide has turned quite decisively. India Inc. is once again on 
a capacity expansion drive. So are several foreign companies (see 
Talking Big Bucks). And many Indian companies are aggressively eye- 
ing overseas markets. What has caused this change? Liberalisation 
has, over a period of time, created an extremely robust and hungry- 
for-consumption domestic market. This is creating demand for man- 
ufactured products. Want proof? Look at the telecom sector. The 
total subscriber base crossed 180 million, and the country ts 
adding an average of six million mobile subscribers every month. 
Result: there is a veritable boom in the associated manufacturing seg- 
ments. Finnish telecom equipment company Nokia has invested 
$200 million (Rs 900 crore) on a mobile handset manufacturing unit 
here. Says Jukka Lehtela, Director (Operations), Nokia: “India is 
one of the fastest growing telecom markets in the world and it is, 
therefore, imperative for companies to be closer to the customers 
by being present in it.” About 80 per cent of the output at the Nokia 
Telecom Park in Tamil Nadu is sold in India. 

A thriving eco-system of suppliers and vendors is also helping man- 
ufacturing grow. Tata Motors, for example, outsources nearly 80 per 
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Since 1997, there has been a decline in the number of jabs in the manufacturing sector. 


ฎิ 4.81 -- 64.9 .. 88.05 . 63.7] 





1981 199] 1993 199 1995 1996 


For 1992, private sector figure was 45.45; public sector figure is not available 
All figures in lakh persons as on March 31 


cent of its mini-truck, the Ace. There are significant cost 
advantages as well. According to McKinsey, it is possible 
for a Fortune 500 company to manufacture products 
in India at about 70 per cent of the cost of a similar 
product in the us (see The India Edge). Tata Motors’ 
Indica costs about 40 per cent less than what a com- 
parable car developed in the West would have cost. 

The China factor has also helped the manufac- 
turing sector significantly. "Many companies are try- 
ing to diversify away from China so as to better 
manage their currency, political, and other risks; 
these companies are now looking at 
India as an alternative destination," 
says H.C. Ryu, MD, Samsung 
Telecommunications India. 

This has also made India the 100 
destination of choice for MNCs look- | m 
ing to outsource manufacturing to 
low-cost countries (LCCs). McKinsey 
believes that “India has a real opp- 
ortunity to benefit from the growth 
in global offshoring of manufac- 


Design 


turing, particularly in skill-inten- — Machining 
sive industries where it has a natu- 
ral advantage." Already, half of all 
global offshoring by Us companies Raw Material 


involves skill-intensive sectors and 
that figure could rise to 70 per cent 
by 2015. And India can well emerge 
as one of the three largest exporters 
among LCCs with manufacturing 
exports of $250-300 billion 


| 17 Source: Meki 
(Rs 11.25 lakh crore-13.5 lakh ” a 
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The India Edge 


India has a clear advantage over the US 
when it comes to manufacturing. 





Index: cost of production in United States — 100: 
Cost of manufacturing mechanical control valves. : 
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crore) by 2015, McKinsey estimates. 

These aspirations are, however, contingent on 
India setting its house in order. Manufacturing cannot 
survive in isolation. “Poor infrastructure, overbur- 
dened ports and airports, stringent (and inflexible) 
labour laws and the absence of world-class export 
zones are some of the issues that need to be addressed 
before India can position itself as an ideal destination 
for manufacturing," says Ryu.  . 

According to Kumar Kandaswami, Senior Director, 
Deloitte Touche Tohmatsu India, poor infrastructure 
adds 3-6 per cent to the Indian man- 
ufacturer's cost of doing business 
even as there is.a gain of 4-5 per 


R&D skills. *We may have an adv- 
antage upfront, but our companies 
are haemorrhaging money due to 
creaky infrastructure," he says. 

An automotive industry estimate 
three years ago had placed the cost 
differential between India and China 
at 22-24 per cent; nearly two-thirds 

of this was attributed to interest 
rates and the cascading impact of 
taxation, while the balance was due 
to logistics issues and the rigidity 
in the labour market. - 

The absence of a common mar- 
ket in India is also a huge drag. Puri 
explains: “We are 29 countries— 
each state is a ‘kingdom’ in itself. 

< China is one country.” The rat- 
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Wanted, labour-intensive industries: High-tech denis alone cannot take 
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India to the next level. Policymakers now want to focus on other sectors such as textiles and food 


processing to generate more jobs 


ionalisation that began with the implementation of 
Value Added Tax in 2003 will take another few years 
to complete, he reckons. This is expected to reduce the 
cost differential between India and China to a more 
manageable 5-6 per cent. *Indian manufacturers will 
then be better equipped to take on China,” says Kant. 

However, even as corporate bottom lines improve, 


MANUFACTURING FACTOIDS 
» Manufacturing forms 17% of India's GDP 
It contributes 75% to exports 
It accounts for over 50% of FDI 
» It employs 11% of the workforce 
It generates $450 billion (Rs 20.25 lakh crore) worth of output 
Source: BCG 2006 


WHY MANUFACTURING IS 


ESSENTIAL FOR INDIA 


» Manufacturing is a force multiplier, as every rupee of 
investment increases GDP by Rs 4 


Indian manufacturing must grow at 12-14 per cent if 
India is to maintain an 8-9 per cent per annum GDP 
growth rate over the next decade 


e Growth target of 12% in manufacturing will create 
about 1.6-2.9 million direct jobs annually in addition 
to two-to-three times this number of new jobs indirectly 


Source: National Manufacturing Competitiveness Council 
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an uncomfortable social question has popped up. The 
impressive figures, which were fuelling heady GDP 
numbers, were riding on what economists call “jobless 
growth” (see Where are the Jobs?). “India needs to 
create 8 million jobs every year incrementally to sustain 
even the current rate of unemployment. rr and IT serv- 
ices cannot provide that sort of employment,” says 
Ramesh Mangaleswaran, Partner, McKinsey & 
Company. The implication: the manufacturing sec- 
tor must do its bit to generate jobs. To fulfill this role, 
attention has to be paid to the less high-tech and more 
labour-intensive manufacturing segment. “India cannot 
focus only on high-tech manufacturing. It also has to 
manufacture lots of cheaper, less sophisticated prod- 
ucts,” says Rajiv Kumar, Director and Chief Executive 
of economic think tank ICRIER (Indian Council for 
Research on International Economic Relations). No sur- 
prise then that policymakers want to promote industries 
such as textiles and food processing which generate large 
volumes of employment. 

However, if India is attempting to nibble at the 
lower end of the food chain, then the Chinese are 
simply moving up the value chain. Even here, India will 
have to work hard to retain its competitive edge. It will 
be a long and hard grind. “We cannot be seduced 
into thinking that we have arrived,” says Kant. True, but 
a good beginning has been made, and, as the Chinese 
saying goes, a job well begun is half done. m 
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Al HOME IN 


THE GLOBAL VILLAGE 


OME 30 YEARS AGO—AND 
22 years before the 
advent of economic 
reforms—the A.V. Birla 
group was one of the 
first Indian business houses to eye 
foreign markets when the late 
Aditya Birla set up world-scale 
production bases in South East 
Asia. Asian Paints is another 





company that took its first tentative 
steps in the outbound direction in 
the mid to late seventies. Ranbaxy 
and the HCL group are a couple 
of other Indian corporations that 
saw virtue in setting up overseas 
bases early on. Today, the A.V. 
Birla group has 24 per cent of its 
revenues coming from overseas 
markets, Ranbaxy derives 75 per 
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cent of its top line from developed 
markets, and Asian Paints claims to 
be amongst the 10th largest deco- 
rative paint makers in the world. 

Clearly, the desire to be global, 
or at least international, is not a 
recent phenomenon for India’s 
corporate sector. What has 
changed is that today it’s infinitely 
easier for domestic companies to 
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indian MNCs อ ท prowl: Like M&M's Anand Mahindra (centre), India Inc.'s bigwigs are going in for aggressive 
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cross the border and buy up com- 
panies. Reason for that? Riding on 
the back of robust economic 
growth of 8 per cent-plus, which 
is translating into bumper bot- 
tom lines, a broad swathe of 
Indian manufacturers and service 
providers are better placed to 
think outbound, even as their 
overseas counterparts struggle to 
come to grips with saturating 
demand and flat profits. As the 
rules of the game change, it’s 
clearly a great time to be an Indian 
corporation. And as Videocon 
Group Chairman Venugopal 
Dhoot puts it: “It is a borderless 
world today.” 


The Turning Point 

Doubtless, the turning point for 
India Inc. was the dismantling of 
the license raj which meant that 
the country was opening up to 


foreign investments. Companies 
which were earlier beneficiaries 
of a closed economy would now 
have to contend with the entry 
of global players with deep pock- 
ets. Competition was going to get 
intensive and only the tough 
would survive. Promoters were 
forced to make some hard deci- 
sions: Exit businesses that either 
weren't core, or which were going 
nowhere, without remorse step 
down from the top slots and hire 
professionals, and embrace cor- 
porate governance, whether one 
liked it or not (many wouldn’t 
have liked it, but had little choice). 
The result is evident today: 
Companies are in prime shape, 
not just to withstand global com- 
petition but to take the battle to 
overseas shores. “When we make 
investments overseas, it is born 
out of today’s compulsions,” says 


WHY THEY’RE GOING GLOBAL... 


@ Opportunities in other markets: If overseas markets are showing high-growth rates, 


it makes sense to look at them 





@ Cost control: Dominance in more than one market increases the ability of a 
company to control costs. This helps when the industry is cyclical in nature 





@ Access to technology and high-quality manufacturing facilities, particularly useful for 


engineering companies 





e If revenues are coming in from many countries, dependence on the domestic 


market is reduced 





e Creating a global company: If the company is cost-competitive and offers high- 


quality products, the world is its market 


outbound acquisitions to become globally competitive 
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Kumar Mangalam Birla, Chairman, 
A.V. Birla Group. Adds Anand 
Mahindra, Vice Chairman & 
Managing Director, Mahindra & 
Mahindra: "It's not in the last 15 
years, but just in the last two or 
three years, that the mindset of 
Indian companies has become so 
globally oriented. It has much to do 
with the underlying strength of 
the Indian economy, since the lat- 
ter boosted the growth rates and 
hence the financial muscle of our 
own companies. This was like a 
tonic of confidence that enabled 
our aggressive global posture." 
“We knew the country was bei- 
ng liberalised and we, therefore, 
had to become more competitive," 
says Ravi Kant, Managing Director, 
Tata Motors, which was largely a 
truck maker 15 years ago. Today, 
it is a major player in passenger 
cars with a 15 per cent market 
share, and has made a key acqui- 
sition in South Korea—that of 
Daewoo's truck manufacturing fa- 
cility. In addition, Tata Motors 
has struck joint ventures with 
Spanish and Thai manufacturers. 
The Tata Indica car is today on 
South African roads and a geo- 
graphical presence that is restricted 
to just India is a thing of the past. 
And there are reasons for this 
change in mindset. *Ours is a cycli- 
cal industry and we did not want 
to be dependent on just one geog- 


raphy,” rationalises Kant. 

The biggest reason of course 
for eyeing foreign markets is there's 
a huge market waiting to be 
tapped. Malvinder Singh, CEO & 
MD, Ranbaxy Labs, says his com- 
pany was aware that 99 per cent of 
the pharmaceutical market was 
outside India. “Internationalising 
our business, therefore, made sense. 
The strategy was to leverage our 
core competence and use the home 
advantage to offer world-class 
products at affordable costs," he 
adds. The results are there for all 
to see: Ranbaxy has a workforce 
of over 10,500 people across 51 
nationalities which in Singh's 
words, *reflects the company's 
true international character." 

What is noteworthy is that the 
action is not restricted to just a 
handful of sectors but is across the 
spectrum—unlike five-seven years 
ago when pharma and IT services 
were the industries doing most of 
the outbound acquisitions. And 
the size of deals too has steadily 
increased. At the end of 2005, the 
total number of outbound deals 
was 136 and the deal value was 
$4.3 billion (Rs 19,350 crore). 
Between January and October this 
year, the total value of outbound 
deals was about three-and-a-half 
times that figure at $15.72 billion 
or Rs 70,740 crore. If Tata Steel's 
proposed buyout of Corus does 


..AND WHERE THEY COULD TRIP UP 


€ Cultural issues: This could be issues relating to language or any other soft skill required 


to run a global operation 


€ Labour law issues: This could be a tricky issue since the company will have to deal with 


labour issues in a different country 


€ Lack of exposure to regulations: Regulations vary from market to market and aren't easy 


dealing with 


€ Downturn in global markets: This could adversely affect business fortunes since the 


company is not just a local player anymore 


€ Corporate governance issues: Stricter accounting regulations, for instance, necessitate 


Indian companies to be more watchful 
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go through, it will mark the single 
largest outbound deal ever by an 
Indian company. It is estimated 
that the size of this deal will be 
close to $10 billion. According to 
Ravi Menon, Managing Director 
(Investment Banking), HSBC 
Securities, M&A transactions like 
those of Tata Tea’s acquisition of 
Tetley, Tata Steel’s buyout of 
Natsteel, Reliance Industries ac- 
quiring Trevira and Reliance 
Communications’ buying over 
Flag Telecom have shown the way 
forward for India Inc. “In a nut- 
shell, the last 15 years have seen 
India transform from an emerging 
FDI destination to an emerging 
foreign direct investor,” he adds. 

Even sectors that are largely 
confined to the domestic mar- 
ket—like banking and telecom, 
where the local geography is still 
vastly under-penetrated—are tak- 
ing baby steps overseas. For in- 
stance, Bharti Tele is a service 
provider in Seychelles, and VSNL 
has a joint venture in South Africa 
for wired and wireless services. 
In May this year, Bharti got the 
go-ahead to be the operator in 
Jersey in Europe, an island situated 
on the edge of the English 
Channel and is a part of the 
Channel Islands. “The way I see it, 
going global means integrating 





with global markets. This is obvi- 
ous when India Inc. is opening 
large offices in different countries 
and is transporting people from 
India to work at these locations,” 
says Sunil Mittal, Chairman & 
Group Managing Director, 
Bharti Enterprises. 

Of course, like all good things, 
going global runs the risk of being 
provoked more for faddish rea- 
sons rather than anything strategic. 
Says Mahindra: “Going global 
should not be a reflexive action. 
The most important mantra is that 
we need to do what our strategy 
requires us to do in order to be 
major players in our chosen in- 
dustries. If that involves global ac- 
tions—and I personally don’t see 
how that can be avoided—then 
so be it.” Adds Tulsi Tanti, 
Chairman & Managing Director, 
Suzlon Energy, which acquired 
Hansen Transmissions for €465 
million (Rs 2,697 crore) in 2006: 
“It is important to understand how 
an acquisition is adding value to 
your company apart from looking 
to answer questions like how it will 
increase the capability of your com- 
pany.” Tata Motors’ Kant sums up 
the going global imperative suc- 
cinctly. “Yes, the opportunity does 
exist though there are also big chal- 
lenges along the way." 8 
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ULSI R. TANTI, 48, TOOK 
what was a long shot in 
mid-90s. He was running 
a problem-ridden textiles 
business and was look- 
ing for a solution to the unreliable 
and expensive power supply that 
plagued his unit. Captive power 
was an option, but Tanti wanted 
more—he wanted to freeze the 
cost of power for the next couple 
of decades. And Eureka, he got 
his answer—windmills. But there 
was a snag—there always is; what's 
a success story without this 
twist?—an upfront investment of 
Rs 3 crore for two windmills. 
Tanti’s investment in his textiles 
business was Rs 2.6 crore. Yet he 
ventured forth, seeing opportu- 
nity where others saw none. 
“What could work for the 
company could work for the ent- 
ire country and beyond as well,” 
says Tanti of his dream. Today, 13 
years later, Suzlon Energy, Tanti’s 
flagship company, has a market 
capitalisation of Rs 35,298 crore 
(as on December 21, 2006), 
waltzing him into the league of 
India’s, and, indeed, the world’s, 
ultra-rich (the 69.75 per cent 
promoter holding in his flagship 
was worth Rs 24,620 crore, or 
$5.47 billion on that day). 
Tanti has emerged as one of 
the poster boys of post-reforms 


Wind power: Suzlon's Tulsi Tanti epitomises the huge success of post-reforms entrepreneurs but he is not 
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entrepreneurship, but he is not 
alone. There are scores of other 
entrepreneurs, many of them first- 
generation businessmen, who've 
made it big over the last 15 years. 
Jignesh Shah, 39, an unas- 
suming electronic engineering 
graduate, was hired by the 
Bombay Stock Exchange (BSE) to 
launch its online trading platform 
in 1990. His salary? A handsome 
Rs 10,000 per month. But Shah 
had bigger things in mind. He 
left BSE 5 years later and founded 
Financial Technologies (India) 
(FTIL), that later floated the MCX 
commodity exchange in India 
and DGCX in Dubai. FTIL today 
has a market capitalisation of Rs 
8.300 crore. Shah holds close to 
20 per cent in the company, giv- 
ing him a personal net worth of at 
least Rs 1,660 crore. And if MCX 
and DGCX go public, as is being 
speculated, FTIL will unlock more 
value, as it holds 64 per cent in 
MCX and 40 per cent in DGCX. 
So, what is it that prompts 
well-to-do salaried professionals 
to do what was unthinkable even 
some years ago—quit, lose a steady 
salary and take up the unpre- 
dictable life of an entrepreneur? 
“Well, it’s a bug and it just 
bit me,” says Patu Keswani, 47, 
promoter Chairman and 
Managing Director of Lemon 
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Tree Hotels, which is targeted at 
the value-conscious Indian trav- 
eller. The options he gave up: 
Chief Operating Officer of a busi- 
ness unit of Taj Hotels and a 
consulting job at AT Kearney. 
In the former job, 5,000 people 
reported to him; in his new set- 
up: none. Says Future Group 
CEO Kishore Biyani: “If you 
dream big, then the world con- 
spires to help you.” 


Thinking Big 

The opportunities being created 
by the opening up of the Indian 
economy spurred these entre- 
preneurs on. FTIL's Shah says: 
“Liberal government policies 
allowed Indian entrepreneurs 
to think big.” 

Ironically, these opportuni- 
ties—and the consequent success 
stories—are rooted in the eco- 
nomic crisis of 1990-91 that 
forced the government to aban- 
don its disastrous tryst with 
socialism. This led, in turn, to 
the deregulation of a host of sec- 
tors across the economy and 
unleashed Indian entrepreneur- 
ial talent like never before. 
Telecom was one of the biggest 
sectors to be liberalised and it 
spawned one of post-liberalisa- 
tion India’s fairy tale success sto- 
ries—Sunil Mittal of Bharti 





alone; several others have hit the big time as well 
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ENTREPRENEURS PRE-1990 POST-LIBERALISATION FUTURE PLANS 
Sunil Mittal Sold bicycle parts, imported Launched Bharti Enterprises, which pro- Retail and financial services 
| generators and manufactured moted Airtel, India's largest mobile telephone — (insurance and asset management) 
| push-button phones . . company with over 30 million subscribers (subscriber base of over 30 million) 
| Subhash Chandra Was into rice trading, packaging Entered the satellite TV business. DTH, film production and 
| and theme parks Today, Zee is among the top three international business 
| ————— 2 โฉ ' “1 
| Naresh Goyal Started work as a travel agent After the Open Skies policies of Expansion and more expansion 
| at his uncle's agency the 90s, JetAir, his travel agency, 
[AL d) | transformed into a full service airline 
| Kishore Biyani Started with family-run textiles Entered into modern retail business Defend his turf as more players enter 
business in late 90s. Today, he is the biggest the retail space. Has branched 
mrdka NA player in the retail sector . into real estate 
G.M. Rao Had interests in jute, rice and Power, roads and airports Infrastructure space, wherever the 
_ eee, EE _ Opportunity exists 
Uday Kotak Started by launching a single Forayed into banking in 2003 Become a world-class financial 
product financial services firm and now Kotak Mahindra Bank services powerhouse 
has 78 branches and Rs 8,194 
crore in deposits 
This list is only representative. It does not claim to be exhaustive. (Source: BT Research) 
pep Ao ea E à a S Lo i a T ต ขา ส ร 


Surging opportunities 





Enterprises (see Poster Boys of 
Liberalisation). Similarly, Shah owes 
his success to the opening up of 
commodities trading and the set- 
ting up of privately-owned com- 
modities exchanges. And the GMR 
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and GVK groups emerged as a result 
of the infrastructure sector (power, 
roads, airports, etc) being opened 
up. “Reforms in the infrastructure 
sector encouraged us to enter into 
big businesses like power, roads and 


airports,” says G.M. Rao, Founder 
Chairman of his eponymous group. 


Capital Constraints 

Contrast this with the Licence Raj 
era, when entrepreneurial success 
depended on the ability to win, and 
leverage, industrial licences. All 
financial institutions were govern- 
ment-controlled; this meant one 
needed political “connections” to 
raise money for projects; and the 
capital markets were still at a fairly 
under-developed stage. That 
changed as the macro-economic 
business environment changed. The 
early days of liberalisation were, 
however, difficult for most entre- 
preneurs. “Financial markets, both 
debt and equity markets, became 
more sophisticated and risk-averse. 
And there was no venture capital or 
private equity then,” says Rajiv 
Memani, CEO and Country 


99% sugar free, 

70% less fat and 

. 3096 less calories 
than milk.” 
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Managing Partner, India, Ernst & 
Young. Future Group’s Biyani 
remembers how bankers clubbed 
his retail venture with textiles. 
“There was no services sector then 
and a retail venture was classified 
under textiles, a low priority sector 
for bank finance,” says Biyani. 
The situation changed for the 
better as venture capital funds and 
private equity players entered India; 
also, private sector banks such as 
ICICI Bank and HDFC Bank started 
building services sector portfolios. 
“Funds were never as easily avail- 
able,” says Deep Kalra, 37, Founder 
CEO, makemytrip.com, one of 
India’s largest travel portals. 
Indian entrepreneurs also bene- 
fited from fortuitous timing. 
Growth in the developed world 
was tapering off in the mid-to-late 
90s; and countries like China and 
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India, among others, were increas- 
ingly emerging as alternatives. “It is 
hard to generate entrepreneurs in 
economies which are growing in 
low single digits,” says Gautam 
Kumra, Partner, McKinsey & 
Company, India, referring to the 
saturating internal markets in the 
developed world. Not so for India. 
“Finally we have internal markets 
that are switched on,” says Vijay 
Chandru, Chairman, Co-founder 
and CEO of Strand LifeSciences, 
who reckons that over the next 15 
years, a lot more of product com- 
panies will emerge as companies 
innovate for the emerging internal 
market in India. FTIL’s Shah agrees. 
“The evolution of our internal mar- 
kets gave us a huge advantage, and 
success here has opened up mas- 
sive Opportunities overseas.” 
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Though several successful entre- 
preneurs came from traditional busi- 
ness families, the rise of the services 






The Road Ahead 


Lemon Tree’s 
Keswani sees the right path 
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sector spawned a different breed 
of entrepreneurs as well. Taking 
advantage of the many opportuni- 
ties and niches being created in the 
economy, many professional man- 
agers have successfully turned 
entrepreneurs. “This breed of 
entrepreneurs wants to either create 
serious wealth or unleash them- 
selves fully and, hence, it is a much 
stronger breed,” says Memani of 
Ernst & Young. Raman Roy, often 
called the father of the BPO indus- 
try in India, recalls how he started 
out. "There was this opportunity 
for providing third party BPO serv- 
ices, but GE (his employer then) 
wanted its BPO unit to remain cap- 
tive." Backed by venture funding, 
Roy decided to take the entrepre- 
neurial plunge and set up 
Spectramind. And the rest is his- 
tory. He has recently floated 
Quatrro, his fourth start-up. 


“If we believe that entrepreneur- 
ship is a critical growth engine, then 
we will have to create an environ- 
ment that fosters it," says make- 
mytrip.com's Kalra, who mentors 
budding entrepreneurs as part of 
The Indus Entrepreneurs network. 
As a society, India also has to 
change its cultural attitude towards 
failure. Says Suzlon’s Tanti: “Every 
entrepreneur has failed sometime or 
the other.” However, there is a 
huge stigma attached to failure in 
India, and this often acts as a disin- 
centive for entrepreneurship. 
“The building blocks are now 
there. But to move forward from 
here, we need new things. We need 
more thought leadership,” says 
Future Group’s Biyani. Looking at 
the speed with which new entre- 
preneurs are emerging out of the 
woodwork, the country seems to 
have few worries on that count. 8i 
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The stock market's benchmark has gained seven times 
since 1991 and annual inflows from Flls are up 10-fold 
since they first began investing in Indian equity in 1993. 
But guess what? Stocks are actually cheaper today than 
they were 15 years ago. MAHESH NAYAK ` 


à INESH LAKHANI, 62, HAS BEEN INVESTING 

Q in equity for the past 30 years. He first 
B took the plunge when multinational com- 
j panies in India were forced to dilute their 

imus? holdings in 1977. From thereon he moved 
into Indian blue-chips, and today Lakhani's portfolio 
is worth a king's ransom. But he's quick to remind you 
that not everything he touched turned to gold. “I 
have plenty of dud stocks, many of which were bought 
during the 1PO (initial public offering) boom of 2000. 
I have learnt from my mistakes." 

Lakhani's journey over the past 15 years at a broad 
level mirrors that of most investors on Dalal Street—re- 
tail or institutional. Virtually all the rallies—till the 
last four years—have been followed by crashes, many 
of them brutal in nature resulting in scores of in- 
vestors losing their shirts, and more. Since December 
1991 till date, the Sensex has jumped seven-folds to 
13,400 from 1,909. However, these runs have neither 
been secular nor smooth. Barring the initial euphoria in 
the early 90s—once economic reforms were ushered in, 
and once foreign institutional investors (Fils) were al- 








till December 15, 2006, Fils have pumped in nearly $34 billion (Rs 1.53 lakh crore) 






lowed to invest in India—the mar- 
kets flattered to deceive right through 
till mid-2003, a period during which 

the benchmark Sensex wobbled in a 2,000- 
point range. It's been another story since then, with the 
30-share index zooming from 3,000 to 14,000. In 






the last four years till December 15, 2006, Fus have 


pumped in nearly $34 billion (Rs 1.53 lakh crore) 
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into Indian equities, as against $15 billion (Rs 57.500 crore) in the 10 years from 1993 to 2002 
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into Indian equities, as against $15 billion (Rs 67,500 
crore) in the 10 years from 1993 to 2002. Despite this 
huge surge in the index, the price-to-earning ratio (P-E) 
of the Sensex is at 23 times, as against 40 in 1993. 
For the estimated 10 million investors in Indian 
equity, it’s been a long, wild, often painful, and even- 
tually fruitful, ride over the past decade-and-a-half. Pre- 


liberalisation—and a few years after it too—the 


Fund Frenzy, Sort Of 
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Bombay Stock Exchange (BSE) was perceived to be a 
cosy coterie of brokers, and the exchange itself was inf- 
amously considered a casino to which only a privileged 
few were invited. But plenty has happened along the 
way to change all that. Says Gurunath Mudlapur, 
MD, Atherstone Institute of Research: “In the last 15 
years, we have moved from a disorganised market to 
a regulated and controlled market. Introduction of 
newer products and emergence of global players have 
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increased the width, depth and have also brought 
vibrancy into the market." *It's no more a market that 
can be de-stabilised by one person," adds Maneesh 
Taparia, Director, Techno Shares & Stocks. 

Of course it wasn't always this way, and it's taken 
plenty of reforms to reach the relatively transparent 
stage the markets are at today. The biggest step forward 
was taken when the Securities & Exchange Board of 
India (SEBI) became operational in 1992 with the pass- 
ing of SEBI Act. Till 1993, exchanges were largely left 
to regulate and supervise themselves. The birth of 
the National Stock Exchange (NsE) in 1994 went a long 
way in improving the non-transparent scenario. For 
one, NSE was not run by brokers—BsE was—and, for 
another, its own plans for screen-based trading persuaded 
BSE to abolish the earlier open-outcry system of trading 
on the exchange. A big advantage of the NsE's platform 
was it could be accessed nationwide. What's more, 
electronic trading paved the way for the formation of the 
National Securities Clearing Corporation and the 
National Securities Depository in 1996. The impact was 
tremendous. New players rushed in, as a result of 
which brokerage fees dropped from 2.5 per cent to less 
than 0.5 per cent. The stock exchanges and deposito- 
ries become a duopoly between NSE and BSE, and NSDL 
and CDSL (the Central Depositories Securities Ltd, 
which came into existence in 1997). As the equity 
cult gained ground, new players—private and for- 
eign—entered the asset management business, end- 
ing the monopoly of the Unit Trust of India. 

Doubtless, securities scandals have been an inte- 
gral part of Indian markets—mercifully not so much in 
the recent past—and the late Harshad Mehta and 
Ketan Parekh fell from grace because of their ingenious, 
but alas illegal, routes to financing their trading binges. 
Yet, traders like Mehta were in many ways ahead of their 
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DSP Merrill Lynch Equity Fund (DSPMLEF) is an open ended growth scheme, seeking to generate long term capital appreciation, from a portfolio that is substantially constituted of equity securities and equity related 
securities of issuers domiciled in India. Asset Allocation:Equity and equity related securities: Approximately upto 9096. Fixed income securities (Debt, securitized debt and money market securities): Approximately upto 1096 
Features: Minimum investment Rs.5000/- and minimum additional purchase of Rs. 1000/- thereafter. Declaration of NAV on all Business Days. Redemption normally within 3 Business Days. Sale and Redemption of Units on all 
Business Days at Purchase Price and Redemption Price. Entry load of 2.25% (for investments« Rs. 5 crore) & 1% (for investments through SIP). CDSC-1.2556 for SIP Investments-holding period < 2yrs Statutory Details: DSP 
Merrill Lynch Mutual Fund was set up as a Trust by the settiors, DSP Merrill Lynch Ltd. (DSPML) and Merrill Lynch Investment Managers LP, USA. Sponsors: DSPML, HMK investment Pvt. Ltd. and ADIKO Investment Pvt. Ltd 
(collectively) (Liability restricted to Rs. 1 lakh). Trustee:DSP Merrill Lynch Trustee Company Pvt. Ltd. Investment Manager. DSP Merrill Lynch Fund Managers Ltd Risk Factors: Mutual funds, like securities investments, are 
subject to market and other risks and there can be no assurance that the Scheme's objectives will be achieved. As with any investment in securities, the NAV of Units issued under the Scheme can go up or down depending on 
the factors and forces affecting capital markets. Past performance of the sponsor/AMC/mutual fund does not indicate the future performance of the Scheme. Investors in the Scheme are not being offered a guaranteed or 
assured rate of return. The Scheme is required to have (i) minimum 20 investors and (ii) no single investor holding >25% of corpus. If the aforesaid point (i) is not fulfilled within the prescribed time, the Scheme will be wound up 
and in case of breach of the aforesaid point (il) at the end of the prescribed period, the investor's holding in excess of 2596 of the corpus will be redeemed as per SEBI guidelines. DSP Merrill Lynch Equity Fund is the name of the 
Schere and does not in any manner indicate the quality of the Scheme, future prospects or returns. For risk factors related to trading in derivatives and overseas investments, and other scheme specific risk factors, please refer 
the Offer Document. For more details, please refer to the Key information Memorandum cum Application Form, which is available at the ISC/Distributor. Please read the Offer Document before investing 
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time, and if one were to 
build a portfolio of stocks 
he recommended—on the 
basis of his pet replacement 
cost theory—and put a 
value to it on current prices, 
many of today’s hotshots 
would pale in comparison. 
Yet, the scams of yes- 
terday have gone a long 
way in pushing through 
reforms, particularly at the 
BSE. For instance, the ind- 
igenous carry-forward sys- 
tem of badla, which lent 
itself to rampant price 
manipulation, was done 
away with, paving the way 
for the introduction of der- 
ivatives. More recently, the 
broker-club image of the 
BSE melted away with the 
corporatisation of the 
133-old exchange. 
Despite a chequered 
past, the BSE has played the 
part when it comes to the 
prime role of a stock exc- 
hange—offering an opp- 
ortunity for entrepreneurs 
to finance their aspirations, 


and for small investors to participate in that growth. 
“For first-generation entrepreneurs, the stock market 
has been like an ideal institute to reflect the recognition 
of the risk and reward matrix. It’s been the epicentre 
for growth, which helped us in funding our future 
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THE BULL 
WILL CHARGE ON 


Trends that will shape markets in the next 15 years. 





MAJOR TREND 


@ Indian markets will be more innovative and integrated; 
there would be consolidation of market players in the 
broking segment. Higher competition and increasing 
costs will force players to join hands to service clients 


® Sophisticated derivate products in the equity markets and 
commodity markets will emerge as favourites as the Indian 
market moves from a developing to a developed market 


€ Money managed by professionals will exceed $1 trillion 
(Rs 45 lakh crore) from the current $114 billion (Rs 5.13 
lakh crore) 


€ Participation from retail will increase, even as online 
trading flourishes and mobile trading catches on. 
But foreign institutions will still be dominant investors 


€ Newer sectors will emerge and get listed on the 
bourses—insurance, wireless technology and 
biotechnology are just three of them 


€ Apart from Indian companies going global, many 
more overseas companies will also list in India 


€ Real-time settlement—currently T--2 (two days to settle a 
trade—will be a reality 


€ On a conservative basis, the Sensex will double from 
the current levels of 14,000. In a best-case scenario, 
the index could hit 30,000-35,000 
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growth,” says Jignesh Shah, 
CMD, Financial Techno- 
logies. Avers S. Ramesh, 
COO, Kotak Investment 
Banking: “The market has 
always rewarded those 
who have built businesses.” 

“The market is never 
unkind to investors. 
However, if your greed 
takes over fear then you 
lose heavily,” says Taparia. 
Today, greed is rampant 
on The Street, and with all 
vital signs of the economy 
and corporate India in 
order, it certainly isn’t 
frowned on. SEBI, with 
Chairman M. Damodaran 
at the helm, is pretty much 
on the ball. And the feel- 
good factor has well and 
truly permeated, with mar- 
ket players not hesitating to 
take very long-term calls. 
As Milind Karandikar, a 
Mumbai-based technical 
analyst, prophesises: “The 
strong underline in the 
economy and corporate 
performance will drive the 


Sensex in the coming 18-24 months to double the cur- 
rent levels; thereafter, the index will slow down for the 
next seven-to-eight years before rallying back to hit 1 
lakh by 2050." Clearly greed is good, even if sometimes 
it appears too good to be true. พ 





ONE AMONG ร THEM. 


At MetLife, we believe life insurance should secure the future of you and your loved ones 
first, and save taxes later. And that's exactly why we have a host of guaranteed plans that 


protect you and your family. Plans that are tailored to your individual needs. 


So call us today to speak to our Financial Advisors for honest and need-based advice on how 


to plan your insurance. And, of course, your taxes too. 


o Subject to the provisions of sec, 80 C of the Income Tax Act 1961 & other provisions of the Act. : 
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AVING STARTED OFF AS A SMALL-TIME 
cycle parts manufacturer in 1976, for 
me 1991 remains a defining year. The 
year incidentally splits my three decades 
as an entrepreneur into two equal 
halves. After 15 years under License Raj, liberalisation 
came to me as a refreshing contrast. The best thing 
about liberalisation is that it has not only transformed 
the business regulatory environment but helped di- 
versify the economy as well. All these were unthinkable 
when it all started. Liberalisation of the external sector, 
too, has resulted in progressive globalisation of the econ- 
omy, bringing global majors to the Indian shores and 
driving Indian companies abroad for foreign alliances 
and takeovers. Dozens of acquisitions—big or small— 
that have recently been completed by India Inc. stand 
testimony to New India's appetite for growth. 

Any reflection on India's liberalisation has to per- 
force start from the death of licensing and quotas. 
Government no longer sits in judgment over *who 
should produce what and in what quantity’. This big 
change, however, did not descend in one go. It has in- 
stead come in tranches of reforms introduced by suc- 
cessive governments. Thus, freedom for the Indian en- 
trepreneur has come only gradually. But the results 

ave been truly dramatic. Superfluous paperworks 
are getting shaved off every passing day. Tax rates too 
are being simplified and have dropped close to the lev- 
els in developed economies. Most sectors, leave aside 
a few, have moved out of the government fold. 
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Foreign direct investment (FD) restrictions too have been 
progressively relaxed. Even sectors like airports, telecom 
and insurance, which hitherto were considered sensitive, 
have been opened to FDL On the whole, the business en- 
vironment has undergone phenomenal changes. 

The liberalised set-up, devoid of government con- 
trol, does take me back to the early 80s, when I used 
to import Japanese generators into the country. One 
day, in one stroke, the government banned the import 
of gensets, leaving me completely bewildered. 
Entrepreneurship in pre-liberalisation days remained 
hostage to the idiosyncrasies of the policies of the 
day. Liberalisation has changed all that. It has made the 
business climate more predictable. It’s a far cry from the 
arbitrariness of the pre-liberalisation days. 

A direct consequence of the new freedom for the 
Indian entrepreneur is diversification of the economy, 
which has ushered in more economic activities. This has 
created more employment opportunities for the citizens. 
Particular sectors in the economy too have become 
more competitive. The established players no longer take 
success for granted, as it used to be the case prior to lib- 
eralisation. Corporates are always on their toes trying to 
stay ahead of competition. A direct beneficiary of this has 
been the consumer, who calls the shots always and 
everywhere. Consumers now have more choices before 
them, both in terms of price and quality. 

To grasp the essence of this transformation, let us 
look at some of the individual pieces of this $720 
billion (Rs 32.4 lakh crore) economy that has made 
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7-8 per cent growth the norm for the last 
few years. I will try to elaborate on a 
few of the most visible changes taking 
place in the economy. To my mind, the 
most obvious areas of change are div- 
ersification and expansion of the services 
' sector, revival of manufacturing, rapid 
globalisation of the economy and lastly 
the rise of the stock market cult. 

Let us start from the services sector, 
which accounts for over 50 per cent of 
the country's GDP today. Emerging sectors 
such as IT software and Business Process 
Outsourcing (BPO) are clearly making 
their mark on the world stage. If we rely 
on today's growth pattern, India could 
well be earning $60 billion (Rs 2.70 lakh 
crore) of foreign exchange per annum 
from this sector alone in another four 
years. I believe, India has already taken 
pole position in these areas. Now it is just 
a question of maintaining the mom- 
entum. But the challenge for Indian com- 
panies in the coming days would be in 
moving up the value chain in their re- 
spective domains. Indian companies are 
already working towards this. 

Software and BPOs might be the toast 
of everyone today, but there is a host 
of other sectors that is showing a lot of 
promise. One area that is steadily im- 
proving is tourism. Given India's geo- 
graphical diversity and rich architectural 
history, I strongly believe that this sector 
has the potential to generate substantial 
economic momentum in the country. 
Private entrepreneurs could play a big 
role in this area, provided the policy frame- 
work is reformed with more urgency. 

Healthcare is another services sector that is bec- 
oming a major area of strength for India. People from 
across the world are travelling to India to get treated. 
What I think is most profound is that people from the 
UK and other European countries are coming to India 
rather than going to the us. Not only does India turn 
out to be a very cost-effective destination, but it offers 
high quality, too, thanks to the investments made by a 
new breed of healthcare entrepreneurs. As per a recent 
Cll-McKinsey study, health tourism is poised to become 
a Rs 10,000-crore market by the year 2012. 

The fourth services area that holds promise is 
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India's potential as a global R&D hub. 
India's large pool of technical manpower 
Is attracting global majors. Of a similar na- 
ture is India's increasing attractiveness 
in the field of creativity and entertain- 
ment. It is emerging as an important de- 
velopment centre for entertainment soft- 
ware like animation films. 

While talking about the services sec- 
tor, the glitzy shopping malls, of course, 
enter our minds almost instinctively. 
They symbolise the fact that retail is get- 
ting more organised. Though foreign 
majors have not yet been allowed to 
make an entry except in the back-end 
and wholesale format, Indian players are 
moving in at great speed. As I write this 
piece, Bharti has signed an Mou with the 
world’s biggest retailer Wal-Mart to 
launch its entire retail ecosystem. The 
large retail formats in lifestyle, food & 
grocery and durables have started making 
their mark. But I must emphasise that 
we are still at the early growth stage in 
this emerging sector, with just about 2-3 
per cent of our total retail market being 
accounted for by organised retail. I be- 
lieve, the move from a fragmented retail 
structure to an organised one will lead 
to enormous improvements in supply 
chain. This in turn will have a beneficial 
impact on consumer prices. And contrary 
to general belief, I see no threat to the 
neighborhood stores from organised retail. 
In the huge Indian retail market, both 
forms of retail can easily co-exist. I also see 
a big pay-off from organised retail for 

Indian agriculture. Inefficiencies in trans- 
portation of agricultural products is set to reduce in the 
days to come as food and grocery retail chains start in- 
tegrating their supply chains. I see a direct impact on 
farmers’ income in the country. 

To my mind, these key services sectors alone will 
be contributing about 1-1.5 per cent to India’s Gpp. 
Over and above these sectors, added momentum is 
clearly visible in sectors like telecom, where the 
growth has simply been unbelievable. In mobiles 
alone, India is adding over 6 million customers every 
month to become the fastest growing market in the 
world ahead of China. The next frontier is the race to 
provide broadband services at affordable rates. 
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Expanding Horizons 


Clocking an average daily trading turnover of Rs. 10,000 crores* 
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Now, coming to manufacturing, we definitely 
have conceded a big lead to China. But all is not lost. 
A sort of revival is currently on. The regrouping of the 
forces is quite evident in sectors like automobiles, esp- 
ecially auto component manufacturing. Not only the int- 
ernational majors have set up shop here, but are inc- 
reasingly using India as a global sourcing hub. Steel is 
another area that of late is witnessing major action. 
States like Orissa and Jharkhand are emerging as pow- 
erful steel manufacturing destinations. Biotechnology, 
too, is showing a lot of promise. Indian entrepreneurs are 
trying to leverage India’s technical manpower base. 
Though it is still early days, the potential is obvious. 

Globalisation is an inevitable consequence of liber- 
alisation. We are no longer afraid of global competition. 
There has been a gradual drop in import tariffs over the 
years, exposing Indian industry to global competition. 
We have done fairly well in not only facing up to low- 
cost imports from markets like China, but in moving agg- 
ressively into global markets as well. Over 
and above our success in services exports, 
entrepreneurs in sectors like textiles are do- 
ing particularly well in the overseas market. 

Beyond services and merchandise exp- 
orts, there is something very substantial 
happening out there on the globalisation 
front. India Inc. is taking definite steps 
towards acquisitions abroad. The pace 
of change here has been rapid. Only a few 
years ago, an overseas takeover bid worth 
$200 million (Rs 900 crore) used to be 
considered a big event. Today, the bench- 
mark has gone up several fold. 

Capital market reforms have enabled 
citizens to participate actively in the 
stock market and play an active role in 
the growth of Indian corporates. Thanks 
to them, corporates are able to plan for 
rapid expansion both in India and 
abroad. Like in the developed economies, 
Indian capital market is shaping up as a 
key instrument to channel public sav- 
ings towards economic growth. I clearly 
see more Indians coming into this process 
of wealth creation. 

I consider myself a product of liber- 
alisation. There could be many out there 
waiting to flourish. Reforms have ener- 
gised the Indian entrepreneur. 
Diversification of the economy is ex- 
panding the scope for him. He is clearly 
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aiming big. Becoming wealthy is no longer the preserve 
of a few. I see many more first generation entrepreneurs 
coming through and making it big in the years ahead. 

India currently is growing consistently at 8 per 
cent. But I strongly feel that this could move to a 
double-digit growth. The Indian entrepreneur is surely 
ready to pull in all his might to achieve this and the 
government seems equally eager. Infrastructure is one 
area that needs more government attention. I strongly 
feel private entrepreneurs could play a bigger role in 
this space and need further government support. 

India has truly been born anew in the last 15 
years. But so many things are happening and at such a 
pace that many of us must be wondering if it is sus- 
tainable in the long run. I, for one, am optimistic 
about this. I have my own reason for this. It is our pop- 
ulation, which was once perceived to be our biggest 
bugbear, that holds the key. This could turn out to be 
our trump card in the long run. Today, with a working 
population of 630 million, India is a con- 
tinent of consumers. In fact, among the 
BRIC countries (Brazil, Russia, India and 
China), India has the highest percentage of 
people in the working class. Given that a 
majority of this class is still at a very low 
level on the consumption curve, there is a 
lot of upside still left to be exploited. By 
2016, this working class number is ex- 
pected to touch 830 million. All these 
hands and minds need to be put to gain- 
ful work, which will in turn give con- 
suming power and hold the key for India's 
economic success in the future. 

Having seen successive governments 
adhere to the fundamentals of reforms so 
steadfastly, I have no reason to believe 
that it will be any different in the days to 
come. At times, the slow pace of reforms 
could be a little worrying and even 
annoying for some entrepreneurs, and 
understandably so. But we should learn to 
take that in our stride as the inevitable 
perils of living in a liberal, multi-party 
democracy, where consensus building 
on particular issues is a slow-moving 
process. But I strongly believe that the 
reforms are clearly on an irreversible 
path. There might be differences on the 
pace of reforms, but the direction is no 
longer negotiable. It's a billion peoples' 
resolve. There's no turning back now. m 
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EXAMINATIONS AND QUALIFICATION 
Twice a year. Successful candidates will be awarded the qualification DIPLOMA IN FINANCE 
For PROSPECTUS and other details of both the programmes 
visit us at www.cfm-india.com 
Email : infoGcfm-india.com @ 080 - 2659 7634, 2659 5183, M-98452-32705 
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Milestones 


Will anyone who was old enough to know its significance when it 
occurred ever forget the Harshad Mehta scam, or the passing away 
of JRD Tata or Aditya Birla or Dhirubhai Ambani, or Rajesh Jain's 
$100-million windfall from Sify? Unlikely. These are events to remember. 
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First cyber cafe 
launched at a hotel 
in Mumbai 


1996 





October 8, 1999 


=’ and heis 
v -— arrested in June 
The National Stock Exchange is 


incorporated as a tax-paying 
company in November 






v 
October 1993 


Coca-Cola re-enters the Indian 
market after 16 years 


P» s, JRD Tata dies 

217 0201 on November 

1 ส ด ทา 8 Fi ย ร 29 in 
Switzerland 
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Demat trading begins at NSE 
in December 


À 
4995 VSNL introduces 


internet in India 
© via dial-up in six 
VSNL cities 


Aditya Vikram Birla passes away 
on October 3 in Baltimore 


4 
1994 


AMERICAN] American Express 
EXPRESS registers as the 
first captive BPO 
in India 
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July 25, 1990 














1997 Surcharge on 


corporate tax 
abolished, and export profits 
exempted from Minimum 


Alternate Tax 
1998 New internet pe 
removes VSNL's 
monopoly over the 
internet and Sify 
becomes India's first 
private ISP 
1999 Stock exchanges 
allowed to open 
terminals abroad, acquisition of 
software companies in overseas 
market through stock swap options 
up to $100 million allowed 





Infosys lists on Nasdaq 


Rajesh Jain sells a clutch of 
portals (samachar.com & 
indiaworld.com, included) to 
Sify for $100 million; Indian 
techies successfully alter 
millions of codes to avert the 
Y2K crisis. It becomes a key 
growth trigger for the Indian 
software companies in the 
-à years that follow 


$ 


2000 Spectramind is 
launched as India's 
first third-party BP0 





Dotcom bust hits world markets 


2003 Tata Consultancy 


Services logs more 
than $1 billion in revenues, 
becomes the first Indian IT 
company to do so 
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2002 EY 


pige wrests the #1 slot from 
UL for the first time briefly 


Dhirubhai Ambani 
asses away on 
uly 6, 2002 


Reliance Industries 
becomes first 
Indian private 
company to gross 
Rs 1,000 crore in 





net profit 











2004 ONGC acquires a 20 
per cent stake in 
Sakhalin Oil and Gas field in 
Vindi Banga takes over at HLL ae Russia for $1.7 billion, markin 


the biggest overseas takeover by 
any public sector company 
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announces $8-billion 
for Anglo-Dutch steel 


maker Corus 


2004 


$150-200 million in July; 
TCS, largest Indian IT 
services company, finall 
goes public. 


Global online marketplace 
ebay buys out India’s 
Baazee.com for $50 millio 
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200 Reliance — 
Group splits 
between brothers Mukes 


and Anil Ambani in June; 
Product patent regime 
comes into effect earlier 
in the year 
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BUSINE SS * When the 90s decade opened, 4 A p Á) 
° the Bombay Stock Exchange | 
bellwether index, Sensex, was on Dec. 5 
| | at a measly 1,000. There were 


just 403 stocks that traded on 
the exchange, and IT exports 
were about Rs 250 crore. 
Unbelievable, but true. 


Rs 35,01,467.28 cr 
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sometimes, it takes just 
One determined 


person to start a 
Revolution... 


CITIGROUP MICRO ENTREPRENEUR AWARDS 


— 2006 =— 





We congratulate the winners. 


They are self-made entrepreneurs who have risen from humble 
beginnings to empower themselves, their community and our nation. 


citigroup 
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MICRO 
ENTREPRENEUR 
AWARDS 


This first of a kind award, recognizes the individuals who have 
become successful micro entrepreneurs through micro credit and 
emerged out of poverty, created jobs and added value to our 
society. This award is an expression of our recognition of the 
effectiveness of micro finance as a tool for socio economic change. 


The National Advisory Council, members of which are eminent 
personalities like N. R. Narayana Murthy, Deepak Parekh, Anu Aga 
Shekhar Gupta, R. Gopalakrishnan, Shabana Azmi and Maxine 
Olson, have guided and endorsed the awards process. Serving, as 
the screening organizations for the award process are IIM Kolkata 
S. P Jain Institute of Management and Research Mumbai, Faculty of 
Management Studies (FMS) Delhi and IIM Bangalore 


The winners are selected by the National Jury, comprising of an 
august group of luminaries: Gautam Thapar, H. N. Sinor, Rohini 
Nilekani, Kumar Ketkar, S. K. Tamotia and M. S. Thimmappa. The 
Awards process has been implemented by the Delhi based NGO, 
Partners in Change (PiC) 


With an established history of making a difference to society, 
Citigroup believes that micro entrepreneurship is a vital aspect of 
empowering the less privileged to stand up and be counted 


citigroup 


foundation 
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Corporate tax rate 
/ 4990-94 ^ HTT m54%-64.8% 
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we Organised retail size 
1999 


Rs 15,000 cr 
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1993-94 Rs 5, 444. 6 cr 


Air passengers 


1991-92 8.9 mn 2005-06 
2006 311111 $ 20,243 mn 






187%-20% 
10.25—10.75% 






Rs 75,447 

S Cr 
38.5096 Pi | 

2596 p< Rs 250 cr IT exports market 
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MARKET MAKERS 


How India’s middle class of 300 million became not just one of 
the largest markets, but a global phenomenon. ARcHNA SHUKLA 


AEGER LECOULTRE'S BOUTIQUE IN THE OBEROI IN 
New Delhi is a bit too modest for the aura that 
one of the world’s most renowned luxury 
watch brands has around itself; at SOO square 
feet, the store is tiny and it has just around 50- 
60 timepieces on display against the 200-300 that one 
is used to seeing in the average watch shop in town. 
There aren't too many consumers flocking to Jaeger's 


store in the five-star hotel either. Yet, the low footfalls 
seem to be translating into business—in the last few 
months, the store has sold watches worth Rs 45-75 lakh. 
Gurinder Sahni, Managing Director, Jot Impex, Jaeger's 
sole distributors in India, claims there is more to what 
meets the eye. *These products are only for the rich and 
the worthy,” says Sahni, adding: “India has a consid- 
erable number of them, and the number is only 


RITESH SHARMA 
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The Rich are Coming 
By 2010, there will be 130 million households earning between Rs 45,000 
and Rs 1,35,000 a year. 
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Rs 45,000 Rs 90,000 Rs 1,35,000 Above 
Rs 45,000 — Rs90,000 . Rs1,35,000 — Rs1,80,000 Rs 1,80,000 
EN 2002 X 2000 NE 2010 Figures are in thousands, and 
indicate income-levels of all Indian households Source: NCAER 


growing." Sahni is also setting up an exclusive boutique 
for Harry Winston—another supremely premium 
luxury jewellery and watches marketer that sells only 
3,000 pieces a year to discerning global consumers 
(prices of products: Rs 2-4.5 crore). 

Contrast those splurging hundreds of thousands 
of rupees on watches or jewellery or luxury brands of 
apparel or cars with just a decade back when many a 
multinational marketer, lured by dreams of selling to a 
burgeoning middle class, got into a tangle. One storied 
sport-shoes brand had projected selling five pairs of its 
then expensive shoes for every small 800 cc Maruti 
Suzuki car that Indian households bought, figuring 
that every car-owning household would like to buy its 
branded shoes for all its family members. With Maruti 
selling around 100,000 cars a year then, that would 
have meant 500,000 pairs of shoe sales. Needless to say, 
nothing like that happened and the shoemaker had to 
re-work its strategy for the Indian market. Indeed, 
back in the 1990s, the much-touted figure of 
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250-300 million middle class consumers did turn out to 
be more a mirage than a tangible market. 

Cut to 2006 and things couldn't be more different. 
As testified by the rarefied atmosphere in Jaeger's tiny 
boutique to mushrooming malls teeming with branded 
products, today's Indian consumers are a different 
kettle of fish. Indian consumers—the very rich, the mod- 
erately rich and the middle class—have got a taste of 
luxury and the good life and, unlike their predecessors, 
they are not uncomfortable making the most of their 
new-found wealth. 

Unarguably, the set of consumers that a Jaeger 
LeCoultre caters to is minuscule; of the total 1.1 billion 
population, only 8-10 million comprise India's richie 
rich with a household income in excess of $100,000 
(Rs 45,00,000) a year. Yet, what is prompting mar- 
keters across the globe to pitch their tents in India is, 
one, the fact that even this is not a small number to 
cater to, and two, a new-found confidence that this 
group is only going to swell in the future. Indeed, close 


From Pyramid to Diamond 


Millions of Indians would have joined the middle class by 2013. 


Number of middle class households 





Rich households with per annum income of more than Rs 2,10,375 


2003 3 
2013 779 11 


Aspirers with per annum income between Rs 43,875-2,10,375 
2003 46 
2013 ETE 124 


Strivers with per annum income « Rs 43,875 
2003 


2013 ee 96 


Household figures in million 
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middle class is not hesitant to splurge 


on the heels of this exclusive set is yet another band of 
some 50-60 million consumers, living mainly in the 
metros, whose average annual household income hov- 
ers between Rs 3 lakh and Rs 10 lakh and following 
them is a group of some 250 million consumers with 
an annual household income of around Rs 45,000-2 
lakh; this group represents India’s real middle class that 
mostly lives in the country’s top 27 cities. Says Naresh 
Gupta, National Head (Account Planning), Grey 
Worldwide: “Our research shows that a majority of 
consumers in the metros are as global in their orien- 
tation as those at the top-end of the consumption 
cycle. They are exposed to the best global consumption 
culture and have no qualms about indulging them- 
selves.” Another report by the market research agency 
ACNielsen says that the consumers living in towns 
beyond metros are also increasingly becoming open to 
the idea of consumption and a better lifestyle. 

Put together, this set of people, which is loosely 
bunched together as the Indian middle class, has given 
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Credit card culture and growth in consumer loans show that the new 
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immense fillip to the consumer culture in the country 
in the past two-to-three years. And marketers are 
hopeful that their enthusiasm will not abate in the fu- 
ture. “If the economy continues to grow at its current 
rate (India's GDP has grown over 6 per cent on average 
in the past one decade), and there is no reason why it 
should not, the breadth and the depth of the consum- 
ing class is only going to expand," says Rajeev Bakshi, 
the outgoing Chairman of PepsiCo India, adding: 
"The 50-60 million population of metros is going to 
double in the next five years and that, indeed, is a 
sizeable opportunity for most marketers across the 
globe." Agrees Rajan Mehra, Country Manager, eBay 
India: *Even with 100-150 million population, India 
will be a bigger market than Canada and Australia 
put together and hence, its attraction for marketers." 

According to the National Council of Applied 
Economic Research (NCAER), India's middle class con- 
stituted less than 10 per cent of its population in mid- 
80s. Says R.K. Shukla, Senior Fellow, NCAER: "Indian 
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middle class, in fact, has been growing for past several 
decades. But this rise could not be noticed because 
one, ground-level data on their status were never avail- 
able and secondly, their purchasing power was kept on 
a leash by decades of socialistic planning and strict 
government control over production." But liberalisation 
changed the landscape of the Indian market. Thanks to 
increased level of industrialisation and the subsequent 
rise of services sector, opportunities for employment in- 
creased and income levels also went up. The result was 
that the size of middle class grew more than three 
times and today it comprises over 30 per cent of the 
total population, he adds. 


Tomorrow is Another Day 

Besides India's conservative economic policies in the pre- 
liberalisation era, Indian consumers' mindset also kept 
them from indulging in consumption. But over the 
past decade, along with a more liberalised economic pol- 
icy, various transformations at the social level, like a 
younger population, which was financially independ- 
ent at a much earlier age, the rise of nuclear families and 
an increased media exposure have given rise to a new 
consumption culture in the country. The past two- 
to-three years, in fact, have been stupendous as is ob- 
vious from the following: television penetration in 
2005 stood at 50 per cent (of these, more than 60 per 
cent were cable and satellite connections) of the total 
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population as against 35 per cent in 2000, refrigerator 
penetration was 12 per cent last year as against 9.4 per 
cent, and a total of 12 per cent of the population had 
telephone connections in 2005 as against 6.5 in 2000. 
Also, the average age of home owners during this period 
came down from 40 years to 28-30 years. Today, 
there are around 130 million mobile phone users and 
the internet population stands at 40 million. Credit card 
penetration is still quite low at around 2 per cent, but 
it has grown 10 times between 2001 and 2005. 

Says Partha Duttagupta, CEO of the popular coffee 
chain, Barista: “Indian consumers were traditionally 
quite thrifty. A closed economy with limited opportu- 
nities for employment and, hence, the threat of an un- 
certain future as well as high interest rates pushed con- 
sumers towards higher savings." To be sure, the scenario 
is much different today as the current generation has 
grown in an open economy, where opportunities for em- 
ployment and entrepreneurship are galore. *Today, 
49 per cent of our guests are in the age group of 22-24 
years. They don't mind paying a premium for a cup of 
coffee to unwind in a good ambience," he adds. Grey 
Worldwide's Gupta also points out that a recent research 
on young Indian consumers revealed that they were most 
assured about their future and well-being and not too 
apologetic about their indulgence and expenses. 

A further boost to consumerism is the growth of the 
credit culture. True, the total number of issued credit 
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Our economy is growing, so are the power problems. industries are facing power cuts resulting 


in wastage of precious man-hours and seriously effecting efficiencies. And not just industries, 
more than 4495* of Indian households do not have access to regular power. India needs 
100,000°* MW of additional power by the end of 2012 to allow every Indian to operate 

a bulb and a fan. The annual growth of power generation is 5.5%, while the growth in demand 
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cant seem to get enough 


cards (a primarily urban phenomenon) at 13 million 
(there are another 32 million or so debit cards) is a tiny 
number and average monthly spends on these cards is 


WHY THEY LOVE INDIA 


India's population isn't just growing, but getting richer. 


@ According to a Deutsche Bank report, India is likely to be 
the world's third richest economy by 2020, with a GDP of 
Rs 64 lakh crore 


® 544 million Indians will likely join the consuming middle 
class between 2006 and 2015; current size estimated at 
250-300 million - | ทา ห ง จ ต CT 29 ez 
Total consumption estimated around $550 billion เท 2006 
as against $300-340 billion in 2002 CIEL Y 
FMCG industry will grow to Rs 1,06,300 crore by 2012 


year; the number will grow to 3 million by 2010 


21 million Indians have a home loan today compared with 
only 2.6 million 10 years ago; this is likely to double in the 
next 3 years 


Market for luxury products in India is estimated at $444 
million today; it was almost non-existent a decade ago 
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ล low Rs 1,500 . Yet, the growth in consumer loans to 
finance purchases of homes, cars, two-wheelers and 
consumer durables is nothing to sneer at. Today, the 
figure for outstanding home loans stands at a whopping 
Rs 1,79,116 crore and for outstanding personal loans 
at Rs 1,96,623 crore. The new middle class Indian 
consumer, while still not mired in the credit trap that 
many of his counterparts in the developed economies 
find themselves in, is not shying away from consuming 
today for what he'll have to pay tomorrow. 

The good news for marketers is that the con- 
sumerist trend will likely continue in the coming years. 
Given the robust growth of the economy and a positive 
socio-economic environment, the next 10-15 years 
will probably see a further boost to the consumerist cul- 
ture. Strategic consultant Gurcharan Das, the author of 
India Unbound, thinks that if the economy grows over 
7 per cent annually in the foreseeable future and the 
population increases by 1.5 per cent and literacy rate 
keeps rising, then half of India will turn middle class be- 
tween 2020 and 2040. He says that if these mile- 
stones are achieved, India's individual purchasing 
power will climb from $2,149 (Rs 92,407) in 1999 to 
$5,653 (Rs 2,543,85) per person in 2020 and to 
$16,500 (Rs 7,42,500) in 2040. 

What will fuel this growth is a young and 
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growing population. According to estimates, around 
720 million people comprising over 60 per cent of 
the country's total population will be in the age 
group of 15-54 years by 2010 compared to 5 8 per 
cent last year. Then, per capita incomes are also 
likely to rise, courtesy the fast growing services 
sector, which currently contributes around 40 per 
cent to the country's GDP. Industrial.growth is also 
likely to accelerate, thereby, opening new vistas 
for employment. 


Poor Still, So What? 


What is interesting in the story of India's emergence as 
a consumer market is that except for the political 
class, not many sections whine about its destitute 
who, even now, form a sizeable chunk of its popula- 
tion. According to T.K. Bhaumik, Chief Economist, 


METROS' SHARE IN 
BASIC CONSUMPTION TOO SMALL. 
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Reliance Industries, some 200 million people in India 
are still poor (subsisting on an income of $1-2 per day) 
and an equal number lives below the poverty line, be- 
sides some 400 million who belong to the lower mid- 
dle income group (annual household incomes of less 
than Rs 90,000). There is large-scale optimism that if 
India can sustain its average growth rate of 6 per 


cent of the last 8-10 years, these sections will gradually 


move up the socio-economic chain. Says Parth J. 
Shah, President, Centre for Civil Society: “It is not right 
to argue that while rich are getting richer, the poor are 
becoming poorer. This is happening because the sec- 
tors in which a majority of the middle class is employed 
are growing faster than the deprived section that is still 
dependent on agriculture, which is growing only at 2- 
3 per cent every year." 

Both Bhaumik and Shah maintain that as sectors like 
manufacturing develop and people 
move away from agriculture to seek ` 
their livelihood from industry and 
services, their economic levels will 
only improve and they will eventu- 
ally add to the middle class. In fact, - 
Adil Zainulbhai of McKinsey (his col- 

. umn A Vision for India in 2020: Freer, 
Better, Bigger appears on page 226), 
says that “harnessing the full potential 
of India’s rural economy alone can 
accelerate consumption from present 
levels to $500-650 billion by 2020”. 
For marketers who have been ` 
A chasing the ephemeral Great Indian 
Middle Class, that is the hope to 
look forward to. Wo 
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Y ALL POPULAR ACCOUNTS, 1991-92 IS THE 
year in which India changed tracks and 
embarked upon yet another journey into the 
unknown. It can be debated whether this 
change in tracks was on account of 
enlightenment on the part of the political leadership at 
that time or whether circumstances forced the 
change. Nevertheless, more attitudinal change has oc- 
curred in these last 15 years of so-termed liberali- 
sation than what may have been in the first 45 
years of independent India. It is a pleasant coinci- 
dence that both Business Today and my firm 
Technopak came into existence at the start of this 
phase 15 years ago and have had the privilege of wit- 
nessing the change from the ringside. From the 
perspective of changes in the behaviour of the 
Indian consumer, what have been the salient ones? 
. India has a way of confounding all predictions 
and of twisting conventional wisdom to emerge with 
its own unique take on things. The story of the past 15 
years is consistent in this respect —that many of the 
things that were expected to come to pass did not 
occur, and many others not foretold or foreordained 
are quite visible today. Some of the important learnings 
from these last 15 years include: 





The Value Shopper: It was always assumed that Indians 
are price-sensitive consumers. However, what has 
happened is that they have emerged as value-sensitive. 
If a product or brand or service delivers value, they are 





UE 


willing to buy. Not only that, the average appetite for 
premium stuff has gone up and spread beyond the ‘old 
wealth' type of families. Witness the numbers of 
Indians who are now travelling abroad on holiday. 


Hum Hindustani: It was feared that liberalisation 
would mean the arrival of western cultural imperialism. 
Interestingly, what has happened is the exact opposite. 
In Technopak's recently completed India Consumer 
Trends 2006-07 study, the Indian youth is strongly es- 
pousing very Indian values and attitudes. While 
Valentine's Day has found a ready market for cards and 
gifts, what is really celebrated with greater gusto than 
ever before is Karva Chauth. Be it a Pepsi, MTV or 
McDonald's, most of the global brands have had to 
Indianise themselves to be widely accepted. 


Features over Brand: The Indian society has always 
been considered highly status conscious. It was assumed 
that a similar status consciousness will operate in 
consumer behaviour, wherein top segment consumers 
only buy the top brands and lower segment con- 
sumers buy other brands. However, the experience of 
many—for example, Sony versus LG—defies this belief. 


Neo-Imperialists: Another fear that cropped up among 
critics of liberalisation was that this would spell the end 
for India Inc. But Indian companies and brands have 
done well in these 15 years. Raymond and Madura 
Garments remain India's largest textile and clothing 
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companies, while Haldiram continues to 
shine in the shadow of McDonald's and 
Pizza Hut. 


Brand Loyalty is Dead: Where once the 
Indian consumer swore by his set of 
brands and refused to change, today it is 
horses for courses. Rare is the home 
wherein the same home appliance brand 
is bought across categories, or indeed 
all the cars owned are from the same 
maker. In the coming years, the Indian 
consumer will be even more brand fickle. 


The Opposite of Scrooge: Gone are the 
days of scrimp and save, of ‘neither a 
borrower nor a lender be’ and fiscal pru- 
dence. The explosion in the number of 
goods and products available has 
expanded the size of the shopping basket 
in terms of number of categories pur- 
chased. And in order to do this buying, 
consumers have availed of the easy credit 
banks are offering. Everything, from a 
holiday to a house and car to an appli- 
ance, is bought on credit. Credit card 
usage is growing. Between 1999 and 
2004, the total Indian retail lending mar- 
ket grew at a compound annual rate of 
30.5 per cent, from $9.7 billion to $36.7 
billion, according to Merrill Lynch. That 
increase includes compound annual 
growth of 35.1 per cent for mortgages, 
33.4 per cent for credit cards, 21.9 per 
cent for automobile loans and 27.4 per 
cent for other consumer loans. 


New Maharajahs: Traditionally, India's luxury cus- 
tomers were its Maharajas, buying ornate pieces of jew- 
ellery from Cartier, Louis Vuitton steamer trunks 
and bespoke luggage. Today, the ranks of the 
Maharajahs have spread wider and deeper. 1.6 million 
households earn over $100,000 in India today and 
have a good appetite for premium and luxury products. 
These high-net worth households are growing at 14 per 
cent per year, and are spending nearly $9,000 per 
annum on luxury goods. Technopak's estimates put the 
luxury market alone at $440 million, and that of the 
premium market at $14 billion. 


The Experiential Indian: Now that the struggle for 


156 BUSINESS TODAY JANUARY 14 2007 





survival is over for a large chunk of its 
middle-class households, India has 
moved on in life from mere availability 
of products and goods to demanding 
better experience. Be it at the movies, 
restaurants or shops, Indian consumers 
are demanding better ambience and bet- 
ter service, and voting with their feet and 
wallets. Shopping has become a fun 
activity and the growth of malls which 
combine entertainment, experience plus 
shopping has led to ‘malling’ becom- 
ing the preferred activity for families 
over the weekend. 


The Future 

It is of course very difficult to forecast 
what could be the most important changes 
in the next 15 years when it comes to 
the Indian consumer and her spending 
habits. However, some visible or emerging 
trends include: 


VYHAW NVAIA 


Brand Blanked: India is currently seeing 
an interesting explosion of youth popu- 
lation. They have grown up in a new 
India that is booming and among the key 
worldwide markets and in an era of plenty 
as opposed to the gulag years of scarcity. 
As a result, their world view is completely 
different from that of people from an 
older generation. Most importantly, this 
generation is brand-blank. Except for 
brands which were launched during their 
growing up years (i.e., in the last 15 
years), they do not know the history of 
other currently existing brands. As a result, they may 
be missing the critical ‘why buy me’ link in the story. 

This augurs an interesting future for brand mar- 
keters. New brands will have an easier time across cat- 
egories because they are not fighting history. Existing 
brands will have to find a way to merge the demands 
of history and the cultural imprint and needs of existing 
customers representing an older generation while 
renewing themselves to stay current with the youth. 


Increased Appetite for Risk: The current generation of 
youth is growing up in an atmosphere where the 
entire family unit is designed around helping the new 
generation live a better life than the previous one 
did. Moreover, the parental generation has estab- 
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lished a basic standard of living that is unlikely to 
fall. Therefore, this generation has a much greater 
appetite for risk. They are more willing to try out new 
careers, new ideas, and new ways of doing things. 


The Discerning Spender: There is an emerging market 
at the mass-premium level, though at the very premium 
level people will still want things that are not so easily 
accessible. Overall, the Indian consumer will be more 
rational, and foreign brands will no longer be the 
benchmark of quality (or Indian brands connoting 
the opposite). Rather, each will be judged on its own 
merits. Fabindia and Hidesign are two examples of 
emergence of a mass-premium Indian product offer. 


The Mutating Consumer: Segmentation of consumers 
will not be easy as they move from behaving like 
prestige consumers or luxury consumers in one category 
to being value seekers in another. The rich will classify cat- 
egories where they look for cheaper goods 
and value, while the middle and lower 
class consumers may behave like rich con- 
sumers and trade up in some categories. 


Transuming: As more and more products 
come in as well as a greater number of 
brands within each product category, 
consumers will optimise their spends 
between categories, not merely between 
brands. There will be competition across 
categories for the share of wallet. The 
consumer will get pulled between a new 
Apple iPhone and a new LCD Tv and a 


new car, not only between an iPhone 
and Nokia. 


The Goddess of all Things: The influ- 
ence and say of women in decision-mak- 
ing will increase in scope and degree, 
with the growing numbers of nuclear 
families, educated women and working 
women. There will be more middle class 
working women, even while more 
women from the rich class become stay- 
at-home moms. Thus, over time, con- 
venience products—not whole substi- 
tutes for home cooking but halfway prod- 
ucts—will become important; products 
like pre-chopped veggies and fresh home- 
made pasta. There will also be women- 
oriented products from insurance to 
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vocational education targeted at earning from home. 


My Way: The consumer psyche will be different—more 
indulgence, a greater focus on technology, more 
credit-purchase, higher and global aspirations that 
comes from growing up in a surplus economy as 
opposed to one of shortage. At the same time, the pres- 
sures of modern life, particularly lack of time, will start 
having an effect on lifestyles. People will start wanting 
more balance in life, so a market will spring up for 
leisure activities and products, and work patterns will 
change too. More mundane services will find an out- 
sourcing option. Experimentation will be high in 
clothing, food, dining out, and travel, buoyed by high 
confidence. People will look for excitement in the 
exotic rather than comfort in the familiar. 


Modern Methuselahs: As longevity increases, and the 
population growth rate slows down, the dependency 
ratio will go up. There will be more day- 
care facilities for the aged, retiree com- 
munities. Extended nuclear families will 
be common. Healthcare will become 
increasingly important. Psychographically, 
the shift will be towards down-aging. 
Therefore, personal beauty and grooming 
products will spring up—from cosmetics 
to permanent treatments like Botox and 
collagen. People will look at having more 
than one career in a lifetime, so the opp- 
ortunities for continuing education and 
vocational programmes will be immense. 
The working life of people will increase. 

The move towards more personalisa- 
tion of entertainment through iPods, 
webcasting, and audience interaction on 
television programming will get amplified 
through technology like TiVo, DTH and 
Windows Media. As a result, conven- 
tional advertising could face being bleeped 
out by consumers and marketers will 
have to try harder to enmesh their mes- 
sages into the consumer's life at the right 
moment when the consumer is recep- 
tive. In short, do the last 15 years provide 
an insight into the next 15? 

The only one thing that I can con- 
clude with certainty is that the sheer 
pace of change in the needs, desires, and 
wants of the Indian consumer will be 
even steeper. B 
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CONSUMER BOOM: 


Milestones f£. 


We probably don't realise it, but the first hypermarket (Big Bazaar) ^. 
didn't open until 2001. There were no Maruti Zens on the road until I 
1993, and few knew what a multiplex was until PVR opened its first i 
one in Delhi in June of 1997. How the markets change! 


1991 


India's first department 
store chain, Shoppers' 
Stop, launches in 
Mumbai 












og 


1997 von ; 


Mri eS St. e - multiplex PVR Anupam 
V แพ / jk. aw 3 Www" opens in Delhi in June 









199 CUTS — All McDonald's opens its V 
Action WN ac consumer rights 199 tary in Delhi on 
movement 
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operations begin 
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Simplicity is a button that transforms 


television into an incredible evening. 

"Philips HD Flat TV with Ambilight. The built-in Ambilight creates a unique halo 
of light around the screen which changes colour with whatever you are watching. 
Seeing is believing - it transforms your viewing experience. Switch the Ambilight On, 


switch your senses on and switch the rest of the world off. 


Join us on our journey at www.philips.com/simplicity 
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Feb 2003 


fean insurance 

sc ME companies, UTI Mutual Fund is carved out a00 4 
ICICI Prudential Life Insurance of Unit Trust of India as a SEBI- 0 ส S 
and HDFC Standard Life registered mutual fund premium phone 
Insurance, start operations in À brand, Vertu, is 
December launched in 


Delhi in 
Credit card population touches Louis Vuitton opens 
4 million i4 2003 its first Indian store November 
in New Delhi's Oberoi Hotel Passenger car 
sales top 1 
million 


Y 
2009 mobie phone 


population hits 50 million 


ง pea Ultra-pricey Maybach 
Pioneer Ing low-cost finds its first sag in India 
carrier, Air Deccan, = 


takes wings 


À 





First indigenously 


2002 built P orts utility 


vehicle (SUV), the 
Scorpio, is launched in ho 








200 India's first 
hypermarket, 
Big Bazaar is launched, in 
Hyderabad, as is the country's 
first indigenously-built 
motorbike, the TVS Victor 
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> CDMA mobile operators enter the 
market in December 
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Personal and Caring 


www.starhealth.in 


pe a star . 


Think Family. Plan Health. 























Star Health & Allied Insurance is India’s first 
exclusive health insurance company. It provides 
quality service at the best rates, and commits itself 
to the insured's service. Experience a hassle free 
cashless settlement and round-the-clock counseling 
and advice. 


We say, be a star and live a beautiful life. 


* Individual / Family Health Insurance 
* Corporate Health Insurance Solutions 


* Overseas Travel Insurance | T ENS 


www.cmmindis.com 


' * Students Care Insurance 
* Personal Accident Insurance 


* Micro Health Insurance 


Toll Free: 


1800 425 2255 
(BSNL / MTNL) 


SMS: 
STARHEALTH to 66// 


No.1, New Tank Street, 
Valluvarkottam High Road, 


, e » 7 
Nungambakkam, Chennai - 600 034. 
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Insurance Agents (Life / Non-Life) are invited to join Star Health, send your application to agents@starhealth.in 
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The new BlackBerry handheld. 
Powered by Hutch. 
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Check email after the conference call en route. 

Forward the presentation to all, as you reach the 
airport. Check-in your luggage and check your to-do list. 
An instant message reminds you of your grandmom's 
birthday. Browse online to order flowers, while you 
receive the quotation figures from your consultant. 
Beep your partner, you'll be at the meeting in the next 
55 minutes. Switch off, as you get on to the flight. 


The complete business solution, BlackBerry powered 
by Hutch. 

: Business and personal mails 

' Configure up to 10 email accounts 

+ Internet access 

' Instant messenger 

+ Organise calendar, contacts & tasks 

+ Attachment support 

' Secure access to data 

' EDGE & Bluetooth 

For details, visit www.hutch.in 

To book your BlackBerry handheld, อ as 
an SMS to (RS 2/ SMS) or mail in your requests to 
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Multiple handhelds available. Starting price as low 


BlackBerry 8700q BlackBerry 7290 


BlackBerry 71300 BlackBerry Pearl 


Coming soon 
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change that the Indian 
consumer has gone through 
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There's one thing that other five star hotels have and we don't. 


A higher tariff. 


At Park Plaza, we simply believe in pampering our guests, through our services and 
facilities. Strategically located 700 ft. above sea level and nestled in the lap of 

















nature, we ensure you wake up to a world of scenic wonders. 


We have always given guests’ space and relaxation the highest importance. Our suites 
and rooms stand testimony to that; after all they are one of the city's most spacious. 
Unwind in the luxurious living space, designed and furnished with silk 
upholstery complementing individual tastes and preferences. 


Step out of your majestic suite or room to a world of exciting recreation, complete 
ith spa, swimming pool, gymnasium and 120 acres of 18-hole golf course. 
ven our master chefs are prepared to treat you with a delightful spread of 
ternational cuisines. 


nd if you thought that our indulgent services are as far as we go to spoil you, wait 
you look into our tariff card. We are proud to announce, that when it comes to 
e for money, no other five star can match up to us. Call us today to know more. 


part of the world renowned Carlson Hospitality — 


Pampering Services: 

* Exclusive massage chair in the suites 

* Plasma television with home theatre & DVD player 
* Complimentary airport transfer 

* Foot massage complimentary on arrival 

* Happy hours in the exclusive Club Lounge 

* 20% discount on all spa treatments 

* 20% discount on beauty salon treatments 

* Elaborate buffet breakfast at Fountain Café 

* 3 business newspapers complimentary per day 


Park Plaza 


ROYAL PALMS, MUMBAI 





+ A LUXURY BUSINESS HOTEL + 


) บ ร 115 ท า เก ร FROM MUMBAI AIRPORT 


FOR RESERVATIONS CALL 022 - 2879 5000 


Estate, 169, Aarey Milk Colony, Goregaon (E), Mumbai - 65. Fax: 91-22-28794200 e-mail: info@parkplazamumbai.com www parkplazamumbai.com 
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Returns MR in parcentage and CAGR and éalculated on the basis of NAV of Rs. 193.21 as on 30th November 2006. 
Past performance may or may not be sustained in the future. Sales load is not considered for computation of returns. 
Birla Sun Life Tax Relief ‘96 


Inception date: 29th March 1996. 
An open ended equity linked savings scheme with a lock in period of 3 years. = 


Presenting a diversified equity fund that has consistently surpassed the BSE200 over the Birla ธน ท Life 
past decade. Birla Sun Life Tox Relief “96 is a fund which aims at achieving long term Mutual Fund . 
growth of capital along with Income Tax Benefits under Section 80C. Investments upto | N 

Rs. | lac may be eligible for tax deduction. So, invest with us. Save Tax and Earn More. The name inspires trust 





www. birlasuniife.com . Email:connectGbirlasunlife.com: . Toll free:1-800-22-7000 * Non Toil free: 022-66917777 


Statutory Details: Constitution: Birla Mutual Fund (BMF) has been set up as a Trust under the Indian Trust Act, 1882. Sponsors: Sun 
Life (India) AMC Investments Inc. and Birla Global Finance Ltd. (since merged with Aditya Birla Nuvo Limited) (liability restricted to 
seed corpus of Rs. 1 Lac) Trustee: Birla Sun Life Trustee Company Pvt. Ltd. Investment Manager: Birlo Sun Life Asset Management 
Company Ltd. Scheme Name: Birla Sun Life Tax Relief96. Scheme Objective: An open-end equity linked savings scheme (ELSS) with 
the objective of long-term growth of capital through a portfolio with a target allocation of 80% equity, 20% debt and money market 
securities. Entry Load: < Rs. 5 cr - 2.25%; > = Rs. 5 cr Nil. Exit Load: NIL. Risk Factors: Mutual Funds and securities investments are. 
subject to market risks and there can be no assurance or guarantee that the objectives of the Scheme will be achieved. As with anf 
investment in securities, the NAV of the Units issued under the Scheme may go up or down depending on the various factors and forces 
affecting capital markets and money markets. Past performance of the Sponsor / Investment Manager / Mutual Fund does not indicate 
the future performance of the Schemes and may not necessarily provide a basis of comparison with other investments. The name of the 
Scheme does not, in any manner, indicate either the quality or its future prospects or returns. Unitholders in the scheme are not being 
offered any guaranteed/assured returns. Please refer to the Offer Document / Addendum for scheme specific risk factors before 
investing. Investors should read the Offer Document/ Key Information Memorandum available at Investor Service Centers 
and with distributors carefully before investing. 
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No doubt, reforms have benefited millions of educated Indians. But | 
equally surely, they've left a vast majority untouched. Education, | 
healthcare and water remain just a dream for them. T.v. MAHALINGAM 
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SIA'S LARGEST SLUM, DHARAVI, | 
" 4 
is an assault on the senses. | 
The first thing you realise on 


entering this black hole of a 

settlement is the lack of sun- 
light. The houses are so closely packed to 
each other that no man can stretch an 2 
arm and walk down a lane. Women 
cook, children bathe, toddlers with 
scabby feet scamper, busy playing cops 
and robbers, dodging drains clogged 
with human and animal faeces. A 10-by- A 
10 feet shanty in such squalor can cost 
Rs 1,500 a month. In most cases, a fam- 
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A Nation of the Poor 


More than one out of every five Indians is officially poor 








*Estimated The latest estimate for poverty line, based on 
National Sample Survey Organisation, for 2004-05 is 22% 


Source: Tata Services’ Statistical Outline of India 2005-06 
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Home or hell? A lack of opportunities in villages has driven millions of Indians to a life in urban slums 
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ily of six-to-eight members shares this smelly tenement, 
which would be hard-pressed to accommodate a single 
buffalo. One toilet, in this slum with a million-plus inh- 
abitants, is shared by 1,440 people. 

Often 15-20 houses share a tap that sputters out a 
vile smelling, coloured sludge. The water pipline often 
passes through overflowing drainages. Fights over 
water are common. Most houses, however, have elec- 
tricity reading meters that work. A default in pay- 
ment of electricity bills is promptly punished with 
the severing of electricity connection. Matronly women 
pepper visitors with abuse, *Are you from the gov- 
ernment? Are you here to ask for votes? Get out!" It's, 
after all, election time in Mumbai and politicians are 
expected anytime. Anybody who walks down the 
dark, claustrophobic bylanes will have to stoop con- 
stantly to avoid the razor sharp sheets of corrugated 
metal sheets that stick out like stalactites. Simply put, 
Dharavi will not allow any man to walk tall, literally 
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Only 58 per cent of one-year-olds have been fully immunised for measles 


SOCIAL SECTOR LAGGARD 


India lags much smaller countries on social indicators. 





India Srilanka China Vietnam 
Infant mortality (per 1,000 live births) 60 
One-year-olds fully immunised for 58 
measles (%) 


Population with sustainable access 30 
to improved sanitation (%) 


Under five mortality (per 1,000 live births) 87 
Births attended by skilled attendants (%) 47.6 


Maternal mortality 407 
(per 100,000 deliveries) 


Source: Planning Commission 











and figuratively. 

It is such ‘quality’ of life that has resulted in India 
being ranked 126th among 177 countries in the latest 
UNDP’s Human Development Index. That’s a rank up 
from last year but nevertheless way behind countries like 
China (81), Malaysia (61), Thailand (74), Indonesia 
(108), and Vietnam (109). India is barely a leg up 
over Cambodia, which is ranked at 129. 

It’s not that India hasn’t made any progress in 
improving the standards of living of its people. In 
fact, a cursory examination of statistics on literacy 
rates, healthcare infrastructure, poverty levels, access to 
electricity and water reveal that more people in India 
today have access to these basic needs than they did 15 
years ago. Literacy rates have gone up to more than 65 
per cent from 52 per cent in the early 90s. The number 
of general education colleges has doubled, and the 
number of professional colleges has increased five fold 
since then. India added more than 7,000 hospitals 
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between 1991 and 2000 alone. According to the gov- 
ernment, poverty levels have declined to 22 per cent 
from 36 per cent in 1993-94. More than 77 per cent of 
India’s households today have access to safe drinking 
water as compared to barely 62 per cent a decade-and- 
a-half ago. But then, like all statistics, even these num- 
bers have a seamy underside to them. 


Wanted: Teachers and Doctors 
Take the case of education. There is a lot of good news 
on the surface. The number of out-of-school children was 
down to 95 lakh from 320 lakh in 2001, according to the 
Economic Survey 2005-06. Similarly, almost 85 per 
cent of children in the 6-14 year age group are enrolled 
in elementary schools. The moot question is—are these 
children getting any education at all? 

The answer is depressing. A study by the National 
Institute of Educational Planning and Administration 
found that as many as 9.5 per cent of all the elementary 














NOT ALL WELL 


The numbers don’t reveal the poor quality of service. 












SC/ PHC/ CHC 
Dispensaries and hospitals 
Beds (private & public) 


Nursing personnel 
Doctors (modern system) 


725 | 57,353 168,996 
9,209 555 | 38,031 
117,198 914,543 
18,054 836,000 
61,800 625,131 











Malaria cases (in million) 15 1.84 
Leprosy cases (in 10,000) 38 1.17* 
Polio (number of cases) 29.709 5] 


SC: Sub-centre, PHC: Primary health centre, & CHC: Community health centre 
*Late 2005 Source: Economic Survey 2005-06 


There are more hospitals now, but the quality of service is atrocious 


DID YOU KNOW? 


e Only 25% of total primary school teachers are graduates 


@ According to 2001 Census, 47 districts in the country have 
a female literacy rate below 30%. Most of these districts are 
in Bihar, Jharkhand, UP and Orissa 


@ Just 28% of our schools had electricity in 2005 and only 
about half had more than two teachers or two classrooms 


e 56% of rural households in the country do not have 
electricity 


e Against annualised target of 80 lakh households, only 
33,000 households were electrified in 2005-06. Across 
states, 6.3% posts of doctors were vacant and random 
checks showed that 29-67% of doctors were absent 


2.17 lakh habitations in the country have water quality 
affected mainly with iron, arsenic, fluoride, nitrate and 
salinity contamination 


Source: National Institute of Educational Planning & Administration, 
Economic Survey 2005-06, Planning Commission 
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education schools, roughly 88,500 
schools, did not even have a black- 
board in 2004. Only a fourth of 
the primary school teachers were 
graduates. Barely, a third of the 
schools in India had electricity. 
The condition in rural schools is 
so pathetic that even the Planning 
Commission in its Approach 
paper for the 11th Plan noted 
that, “For a large population of 
our children, school is an ill-lit 
classroom with more than one 
class being taught together by 
someone who may not have com- 
pleted her own schooling." 
“Education is a great example of 
bad service," quips R.K. Pachauri, 
Director General, The Energy and 
Resources Institute (TERI). *If there 
are buildings that can be called 
schools, there are no teachers. If 
there are teachers, the quality of 
teaching is too bad to be of any 
use to the pupils," he adds. 

The results of such abysmal 
facilities are alarming but not 
unexpected. A good 38 per cent 
of children who have completed 
four years of schooling cannot 
read a small paragraph with short 
sentences meant to be read by a 
class II student. More than half of 
such children cannot divide a 
simple three-digit number by a 
one-digit number. 

Similarly, in healthcare, despite 
tremendous progress in battling 
diseases like polio, malaria and 
leprosy, overall health standards 
have not greatly changed. *Acco- 
rding to the National Family 
Health Survey III, between 1999 
and 2006, the numbers of chil- 
dren who are malnourished, the 
proportion of women who are 
anaemic and underweight, the 
proportion of men who are mal- 
nourished and underweight have 
all shown an increase," says 
S. Parasuraman, Director, Tata 
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LITERATE INDIA? 


Not really. Most literates can 
barely sign their names. 52 21 


43.57 


18.33 





E 


1981 - 


1951 1961 1971 — 


Figures in per cent 


199] 


Source: India Union Budget 2005-06 


64.84 
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Not 
getting the education she deserves 


PAPER SCHOOLS 


Most schools don't have teachers 
and classrooms. 


1999-00 2002-03 


Primary (000’s) 641.7 
Middle (000's) 
Higher secondary (000's) 
General education colleges 
Professional colleges 
Universities 244 


Source: Tata Services' Statistical Outline of India 2005-06 
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Institute of Social Sciences (TISS). 
“There is a decline in the health 
condition of a large number of 
people since 1999,” he says, 
adding that the incidence of HIV 
and TB is on the rise in the country. 

In sharp contrast, by 2000, 
the number of hospitals grew to 
18,218 from 11,174 in 1991. The 
catch—the proportion of private 
hospitals grew from 6,370 in 
1991 to 8,380 in 2000. And since 
most of these private hospitals 
are in urban and semi-urban areas 
and their costs are prohibitive, 
the poor are dependent on gov- 
ernment hospitals. Even though 
the number of government hos- 
pitals and primary healthcare cen- 
tres have grown considerably, the 
service offered in most of them 
are questionable. “I think we need 
to ask where these centres are 
being set up, who has access to it, 
do these centres have doctors and 
other qualified professionals, have 
these centres got medicine?” says 
Parasuraman. In other words, he 
notes, creation of physical struc- 
ture does not mean much unless 
there are medical personnel and 
medicine. Across states, 6.3 per 
cent posts of doctors remain 
vacant and random checks across 
states show that up to 67 per cent 
doctors are absent, according to 
the Planning Commission’s 
Approach paper to the 11th Plan. 
In fact, a recent government study 
also found that only 38 per cent 
of all Primary Health Centres 
(PHCs) have all the essential man- 
power and only 31 per cent have 
all the essential supplies. 


Battling for Essentials 

Similar problems continue to dog 
water and electricity supply in 
rural India. Even though 77 per 
cent of India’s households had 
access to safe drinking water, the 
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Powerless winters for the poor 





difference gets stark when rural and urban water 
supply is compared. More than a fourth of India’s 
rural households do not have access to safe drink- 
ing water. In contrast, 90 per cent of India’s urban 
households have access to potable water. About 
2.17 lakh habitations in the country, mostly in rural 
areas, have severely contaminated water. 

Aggravating the acute water shortage is the 
fact that India is among the worst exploiters of 
groundwater. *Our water tables have been drop- 
ping to dangerous levels. Unlike in the past, when 
rural areas used to have tanks and ponds, ground- 
water has become the major source of water," 
says TERI's Pachauri. In Punjab, the bread basket of 
India, ground water levels have dropped by nearly 
10 metres in the past decade. 

Similarly, seven crore rural households—56 per 
cent of India's rural households—do not get elec- 
tricity. About 120,000 villages are yet to see a lit 
light bulb. In rural Orissa, for example, 80 per cent 
of the houses do not have access to electricity. 
That's nearly 54 lakh houses without a fan or a 
bulb. However, the state sells *surplus electricity" 
to neighbouring states like Karnataka. “The logi- 
cal question to ask is: when would you have a sur- 
plus? You would have a surplus when all the vil- 
lages or households have been electrified. But 
Orissa is a classic case where most of its rural 
people do not have electricity but it has electricity 
to sell,” says Tiss’ Parasuraman. “It happens because 
the state has given up the responsibility of elec- 
trifying its villages. So, instead of investing in 
electrifying its villages, the state has privatised 
the sector," adds Parasuraman. 


The best five states... 


POWERLESS, LITERALLY 


The worst five states... 


Total no. of Total no. of No. of 
inhabited villages villages 


unelectrified 
as per 2001 electrified villages 


















Uttar Pradesh 97,942 
Jharkhand 29354 
Bihar —n — ( — 39015 
Orissa 47,529 
West Bengal 37,945 









Goa 347 

Kerala* 1,364 
Punjab* 12,278 
Tamil Nadu 15,400 
Haryana 6.764 





*Does not include de-electrified villages 


POWER HUNGRY 


Cheap, reliable electricity is India's chronic problem. 
1990-91 2003-04 


Installed capacity (in thousand MW) 14.1 131.4 








Public utilities 61 ฝ ฏ ก ก "" เ 
a) Hydel 18.8 95. 
b) Thermal 45.8 
c) Nuclear 1.5 
Self-generating establishments 8.6 


Generation (in billion kWh) 
Public utilities 

a) Hydel 

b) Thermal 

c) Nuclear 

Self-generating establishments 


Source: Tata Services’ statistical outline of India 2005-06 


Electricity, but not at sky-high costs 
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Heads weren't meant for this 





WATER WEARY 


At last count, more than a fifth of Indian households 
didn't have access to safe drinking water. 






Rural 
All India (95) 26.5 


Figures indicate households with access to safe drinking water 


90 


Source: India Budget '06 


It’s a point of view echoed by George Mathew, 
Director of the Delhi-based research and social advocacy 
NGO, Institute of Social Sciences. *China has done 
much better than India. They made sure that almost all 
Chinese have access to food, clothing and shelter and 
then started the market reforms. So, there you have a 
much larger chunk of the population benefitting from 
reform-induced faster growth," says Mathew. 

Such a skewed development is causing an exodus 
of people from rural to urban India. In all, it is esti- 
mated that more than 68 million people—much 
more than the United Kingdom's population—moved 
from rural to urban areas in India between 1991 
and 2001. The result of this mass migration has 
been two-fold. One, population of cities has drastically 
gone up in the last 15 years. Two, urban poverty has 
spiked up drastically. For example, the population of 
a small city like Jaipur has gone up from 14.5 lakh in 
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1991 to more than 23 lakh in 2001. 

“If there are not adequate non-farm jobs in rural 
areas, and there is a belief that there is an El Dorado 
called Mumbai, people are bound to migrate there,” says 
Siddhartha Roy, Economic Advisor, Tata Services. 
“But when they come to a city, where do they stay? 
They have to stay in a slum. But that’s how urbanisation 
takes place,” he adds. As a result, slums are mush- 
rooming in Indian cities, In Jaipur, the number of peo- 
ple living in slums shot up to 3.5 lakh in 2001 from 2.1 
lakh in 1991. In Mumbai, more than half the population 
(54 per cent) lives in slums like Dharavi. In Delhi, 18 per 
cent of the population lives in slums. Cities like Faridabad 
(46.5 per cent), Kolkata (32.5 per cent), Chennai (18.9 
per cent) and Hyderabad (17.2 per cent) have significant 
numbers of people living in slums. 


A Rosy Future 

And that’s really the question that most of India is 
faced with—stay in rural India, where there is no 
quality education, water, electricity and most impor- 
tantly no non-agricultural jobs, or move to urban 
India to live in rat-infested, sub-human slums like 
Dharavi? These are questions that have no easy an- 
swers. “We have to create non-farm jobs in rural 
India, That’s not happening, at least in adequate 
numbers,” says Roy. “We also need to take industry to 
the rural areas, but then again you cannot do that with- 
out proper infrastructure.” That’s the classic chicken- 
and-egg question that India has always faced. 

For now, the government is toying with the idea 
of deploying paramedics in India to tackle the prob- 
lem of talent shortage. A piecemeal solution that 
economists like Roy find tough to accept. “When it 
comes to rural India, you (the government) give 
them second-rate doctors. If you want to send doc- 
tors, send them first-rate doctors. If the people have 
to pay for it, so be it. Why should rural India get the 
short end of the stick?” asks Roy. He is keen to 
point out that India’s success in the global exports 
market means that education in India, at least, in the 
urban areas is “not something you can scoff at". 

Others like economist Bibek Debroy believe that it’s 
premature to “link economic reforms to improve- 
ments in human development” because reforms in ed- 
ucation, healthcare and other public services have not 
really happened. Till that happens, the millions who 
continue to migrate from India’s villages to cities will 
continue to ask themselves a rather Shakespearean 
question every day—to be or not to be? m 
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GUEST COLUMN 


VERY PASSING HOUR BRINGS THE SOLAR SYSTEM 
forty-three thousand miles closer to the 
Global Cluster M13 in Hercules—and still 
there are some misfits who insist that there 
is no such thing as progress”, begins Kurt 
Vonnegut’s early, magnificent, ‘science fiction’ novel, 
The Sirens of Titan. 

India, these days, is full of such misfits. Moreover, 
as the BJP learnt to its cost, they vote. And, 8 to 9 per 
cent growth notwithstanding, they are stubbornly 
unwilling to eat national pride. This is, no doubt, 
why every politician in India insists that growth needs 
to be shared. 

The problem is, shared how? The conventional 
answer is through investment in the social sector. 
That sounds wonderful until you start thinking about 
what it entails. 

Take education, something that more or less every- 
body in India agrees, is a worthy target of public 
investment. Most people in India today have reason- 
able physical access to a public primary school. 
According to the 2001 census, 94 per cent of all villages 
have a primary school within one kilometre, which is 
not bad since one kilometre is not particularly far 
even for a six-year-old. It is true that there are still 
places that are nowhere near a school, and to make 
matters worse, many of these deprived villages are in 
tribal areas, compounding the many other disadvan- 
tages that they have to live with. But for the much of 
the country, the crucial first step has been taken. — 









These schools are not lying empty: Based on the 
first Annual Survey of Education Report (ASER) carried 
out last year by that remarkable educational NGO, 
Pratham, 93.4 per cent of the children in the appro- 
priate age group in India are enrolled in a school. This 
starts to look a little less impressive when you stop to 
think that the figure still leaves more than 10 million 
children out of school, but it is clear that most parents 
have accepted the principle that their sons and even 
their daughters need to go to school. 

Given that the schools are largely there and the chil- 
dren are in school, the next challenge, at least at the pri- 
mary school level, is to teach them something useful. 
This is, however, where the good news ends. As a part 
Of ASER, a nationally representative sample of six to 
fourteen year olds was given a simple test in reading 
and mathematics. It turned out that only 43 per cent 
of children in class five could do simple (one-digit) sub- 
tractions and divisions, and only 60 per cent could read 
at a second-grade level. 

Given that teachers are more or less required to 
teach a set curriculum, this is telling us that more 
than half of all children in India, that is over a hundred 
million children just among those who are in school 
today, mostly from poor families, are condemned to 
endure several years of patient bewilderment in the 
classroom, before they finally drop out. No wonder, 
the average child comes to school only about 70 per 
cent of the time. 

I am not sure that anyone in government has really 
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thought about the consequences of bring- 
ing up hundreds of millions of what are, 
in effect, fraud victims—victims of an 
elaborate scam called schooling. What 
happens when the children discover how 
little they got for their time in school? 
Will they blame themselves, at further 
cost to their self-confidence and self-es- 
teem? Or are we bringing up a whole 
generation of the maladjusted, who will 
blame society for giving them hope and 
then taking it away? 

Don’t get me wrong. I do believe 
that we have to find ways of giving every- 
one a reasonable chance of getting a use- 
able education. But to offer an education 
that is not an education, may well be 
worse than doing nothing. 

How can the quality of education in 
the schools where the children of the 
poor are educated be improved? There 
are the usual answers—hire more teach- 
ers, better teacher training, better text- 
books—but they have all been tried. 
DPEP, the flagship education reform pro- 
gramme from the 1990s, was all about 
teacher training and better textbooks 
and, therefore, given the rather dismal 
results we see today, it seems clear that 
whatever it did was not nearly enough. 

Class sizes are indeed a problem in 
parts of India—one hears of classes of 
over a hundred in parts of up—but, once 
again according to ASER, the average class 
has between 30 and 40 students, which is 
not bad for a country as poor as India. 
Moreover, it does not seem to be the 
case that the entire educational deficit 
is in states like UP, which cannot afford to 
hire enough teachers. Once again based 
on ASER, no more than 40 per cent of the 
children in class five in rich and/or fast- 
growing states like Gujarat, Karnataka 
and Maharashtra can do one-digit sub- 
tractions and divisions. Finally, a study 
that we did in the wealthy city of 
Vadodara with children from the mu- 
nicipal school system found that only 
19.5 per cent of third grade children 
pass the grade one math competencies 
(number recognition, counting and one- 
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digit addition and subtraction) while 
20.9 per cent pass the grade one reading 
competencies in Vadodara (reading a 
single word, choosing the right spelling 
among different possible spellings for a 
word). Moreover, reducing the class by 
20 children for half the school-day had no 
effect on the performance of the chil- 
dren who stayed behind in the reduced 
classroom. 

What all of this, but especially the 
last fact, points to is that the teachers in 
these schools are not trying very hard. 
This is probably why, faced with a class 
that is only two-thirds as big on average, 
they could not find a way to make the 
children learn more. 

Evidence of teacher indifference is 
everywhere: When a group of scholars 
from Harvard University and the World 
Bank sent observers unannounced to 
3,700 public and private schools in India 
on three separate occasions, they found 
that 25 per cent of teachers were absent 
on any given day. Moreover, only 45 
per cent of the teachers present were 
actually teaching when the observers 
arrived. The rest were drinking tea, or 
talking to other teachers, or reading the 
newspaper. 

If this is because the teachers are 
demoralised, they are not demoralised 
because they are underpaid. A recent 
study by Lant Prichett and Rinku Murgai 
from the World Bank office in Delhi 
that uses recent National Sample Survey 
data, concluded that teachers are paid 
about 80 per cent more than people in 
the private sector (not just teachers) with 
the same qualifications. 

Sarva Shikhsa Abhiyan (SSA), the edu- 
cation reform programme for the new 
millennium, explicitly recognises that 
schools are not doing enough with the 
expensive resources that they are given. It 
comes with a new mantra—decentrali- 
sation. A Village Education Committee 
(VEC) has been set up in every village, 
with representation from parents, with 
the mandate of monitoring what the 
schools are doing. 
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Yet in a large survey we did in rural 
East UP, a startling 92 per cent of parents 
of children in the government school 
responded that they did not know of 
any such committee. Of those who 
claimed to know that such a committee 
existed, only 2 per cent could name any 
of its members. Even more remarkably, 
among the parent members of a com- 
mittee, about one in four does not know 
that he is on the committee. And of 
those who do know that they are a part 
of the committee, roughly two-thirds 
are unaware of the SSA, despite the fact 
that it comes with a substantial amount 
of money for the school. 

None of this is surprising once one re- 
alises that, in all likelihood, none of 
these parents has ever seen a govern- 
ment official punished for malfeasance, 
and certainly not based on complaints of 
someone like them. Teachers are often 
powerful—the political parties cultivate 
them, as an articulate and visible presence 
in the village—and one crosses them at 
one’s peril. Moreover, given that most of 
them cannot read, they cannot really 
presume to judge the quality of their 
teaching (though they presumably can 
monitor absence). As for the VEC mem- 
bers, it is obviously not in the interest of 
the rest of the VEC (the headmaster, and 
the village pradhan, for example) to en- 
courage them to participate more ac- 
tively, especially since there is money 
around. 

The real puzzle is why the ministry 
chose to believe that this would do very 
much to solve the problem, especially 
since Í find it hard to believe that no 
one there foresaw that this is what would 
happen. My strong suspicion is that this 
is in fact what they wanted—the ap- 
pearance of doing something without 
actually doing much. The challenge in re- 
forming education is to make teachers 
take teaching seriously, and one cannot 
do that without upsetting large num- 
bers of teachers. Using the vECs has the 
appropriate symbolism (who could be 
against empowering parents?) without 
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the political fall-out, precisely because 
none of the insiders really expected the 
VECs to be effective. 

Unfortunately, everything that is 
wrong with India’s education policy is 
also a problem in health, only more so. 
Nurses in village sub-centres come to 
work only 60 per cent of the time, com- 
pared to 75 per cent for teachers. The 
fraction of children in rural Udaipur 
district in Rajasthan (where we went 
into a lot of trouble to measure it care- 
fully) who have been fully immunised is 
of the order of 6 per cent. And while the 
national average is a lot higher, there is 
a strong suspicion that the data may be 
unreliable. 

And while most children still go to 
public schools, the government health 
clinics, despite being both closer and 
cheaper, are not used. In rural Udaipur, 
even the poorest (who live on less than 
Rs 250 a month, per head), are more 
than twice as likely to go to a private al- 
lopathic practitioner as a public clinic, 
never mind that many of these private 
“doctors” are not actually qualified to 
practice medicine. And one important 
reason why they go to these doctors, 
apart from the fact that they can actually 
find them when they need them, is that 
they will happily shoot you up with an- 
tibiotics and steroids, and throw in a 
glucose drip if you so desire. 

What does the government propose 
to do to deal with this crisis? The mission 
statement for the newly launched 
National Rural Health Mission makes no 
mention of challenges of regulating pri- 
vate healthcare, and for accountability, it 
promises to follow the ssA model! 

In the end, the relevant ministries 
need to recognise that even for the pur- 
pose of being re-elected, they need to do 
something that has a real impact: Words 
like empowerment and decentralisation 
might warm the hearts of policy makers 
in Delhi or Washington, but they cut no 
ice with rural voters, unless they actually 
deliver. Till that happens, I remain pes- 
simistic about the social sector. tü 
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schemes, schemes, and more schemes. That's how all our successive 
governments have tried to deal with the problems of poverty, illiteracy, 
and healthcare. But in the absence of accountability and effective 

delivery mechanisms, these schemes have remained just grand plans. 1997 
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April 1999 


Jawahar Gram Samridhi Yojana 
is launched to ensure 
development of rural 
infrastructure by restructuring 
the Jawahar Rozgar Yojana 
scheme of 1989 


Annapurna scheme launched to 
provide 10 kg of foodgrains per 
month to rural senior citizens 





Education Guarantee Scheme 
introduced to provide elementary 
school in every habitation that 
does not have one within a radius 


of 1 km 
v 


2000 Antyodaya Anna 
Yojana is launched for 
the Poo to supply wheat at Rs 2 
per kg and rice at Rs 3 per kg 


Sarva Shiksha Abhiyan is kicked 
off to offer universal elementary 
education 


200 All buses, taxis and 

three-wheelers 
plying in Delhi switch to CNG 
ollowing a Supreme Court order 
of 1998 


Sampoorna Grameen Rozgar 
Yojana launched to provide jobs 
in rural areas. 50 lakh tonnes of 
foodgrains was allocated 











Kasturba Gandhi Balika 
Vidyalaya scheme is launched to 
set up residential schools for 
girls belonging to the SC, ST, OBC 
and minority communities. The 
scheme is for girls from 
backward areas where female 
literacy is below national average 


2003 Community based 
universal health 
insurance scheme is launched 
under which medical expenses up 
to Rs 30,000 and a cover of Rs 


25,000 in case of accidental death 
is assured for a negligible premium 


À 


2002 Jai Prakash Rozgar 
Guarantee Yojana is 
launched to provide employment 


to those living in the most 
distressed districts of the country 
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National rural health 
mission is launched to 
strengthen primary health 
care in the grass root level 
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National rural employment 
guarantee scheme is also 
introduced in the same 
year to provide livelihood 
to poor families 


Jawaharlal Nehru Urban 
Renewal Mission is 
unveiled to provide 
infrastructure and basic 
services to the urban poor 
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continues to be a laggard 

in the country. Yes, 
G | | there's a significant drop 
how in poverty levels, but the 


quality of life has barely 

improved for millions of 
Indians. 
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Fifteen years into it, how do 
Indians feel about reforms? To 
find out, Business Today 
commissioned market researc 
firm Synovate to poll people 
(2,107) across 12 cities and six 
target groups, comprising 
CEOs/Industrialists, Self- 
employed, Executives, B-school  - 
students, government employees 
and farmers. The findings will 
surprise you. Take a look: 


The 12 cities covered were: Ahmedabad, Bangalore, 
Chennai, Delhi, Guwahati, Hyderabad, Kolkata, 
Lucknow, Ludhiana, Mumbai, Patna, and Pune 


How important were reforms 
9 iud» ur yth today? 


4 Very important 











0 Somewhat important 
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- 2 Not at all important 
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2 Not so important 
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„Standard of living? 


82 Yes 
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V Executives senior & Junior 
89 10 1 
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V Self-Employed 
85 15 
Yes No 
¥ Government Employees 
91 8 1 
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Y Farmers 
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Have reforms helped improve... 


...Quality of and 
access to education? 






8 No 
sis 
V Executives senior a Junior 
91 8 1 
ห พ รณ Conta 
¥ Self-Employed 
81 17 2 
Yes No t a 
¥ Government Employees 
91 8 1 
Yes wo Cunt s 
Y Farmers 
91 8 1 
Yes No nt des 


..Public health? 
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76 22 2 
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e are you borrowing to buy a car/ 


Very comfortable 39 
Somewhat comfortable 37 
Somewhat uncomfortable 11 
Not at all comfortable 8 
Don't know/ Can't say 5 
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Have reforms Should India attract more | 
created more foreign direct investment? 
| DOES for 
the 80s generation? | 
V CEOs Can't say 
— 81 15 
; Yes *" เน 
| Don't know/ ` 
Can't say 
Y Self-Employed Don't know/ 
7 8 19 Can t say 
Yes " 0 
Don't know/ 
Can't say 
¥ Farmers ' 
72 20 Camtsay 
Yes ส MU 





More 
reforms 


Does India need... 


Executives ¥ Self-Employed Government  ¥ Farmers 
Senior & Junior Employees 


91 More reforms 88 More reforms 91 More reforms 83 More reforms 
Less reforms 11 Less reforms Less reforms 15 Less reforms 
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at al at al at al at al 
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©: private investment more efficient than public 








investment? 
V Executives Senior & Junior Y Self-Employed 


79 18 3 71 24 5 


Yes No koh rg Yes No Don rou 
Y Government Employees ¥ Farmers 

72 24 4 63 28 9 
Yes No gy oor Yes No ghe 


Has law & order situation 
improved over the last 15 years? 





Executives Self Government 
CEOs Senior & Junior Employed Employees Farmers 
Improved a lot 20 30 20 28 23 
Somewhat 
improved 32 40 41 43 48 
Can't say 8 5 3 3 5 
0 20 15 21 17 17 
BEEN 18 8 15 9 7 
Op the government less important now? 
¥ Executives Senior a Junior ¥ Self-Employed 
56 36 8 51 42 7 
Yes No Kr Yes No บ ด์ 
¥ Government Employees ¥ Farmers 
! 51 41 8 51 41 8 
4 Don't know/ N Don't know/ No Don't know/ 
Can't say Yes น์ Can't say Yes Can't say 
What do you think are India's 
— major problems today? 
CEOs พ ฐ์ | Santor โซ Farmers 
USE red OS 27 29 21 18 
Social 25 35 27 28 16 
Pollution SE 49 43 50 41 
Population 63 67 62 65 
Law & order 40 39 41 37 43 
Corruption 71 73 68 66 7A . 
Income inequality 239 
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Yes 42 57 No 36 64 
Yes No 





58 41 Yes 32 68 ๐ 36 63 
Yes No Yes No 
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Government 
47 53 me | 24 76 a 25 75 
Yes No Vsus mun No Yes No id Eg No Yes No 
Farmers Farmers Fa 
47 52 Farmers 21 78 [ท ย ร 23 76 


Yes No Yes 28 72 No yes No Yes 44 55No Yes No 


Qu state-level governance improved over the years? 


60 ves V Executives senior 2 Junior V Self-Employed 
64 32 4 59 38 3 
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Is working in the 
government as 
Satisfying as before? 
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making more Q) spending 
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than before? now than 
before? 
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Don't know/ 4 Don't know/ 1 
Can't say Can't say 
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before? 
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Do you think there are 
more career/job 
opportunities than 
there were earlier? 


1 Don't know/ 


Can't say 


85 Yes 


Is it easier now to Are you making 
start something more money 
n your own? ow than you 


did before: 
Yes Yes | 
No 39 No 18 
Don't know/ 3 Don't know/ 3 
Can't say Can't say 


Os you saving more money than you did 


Yes 


Don't know/ 
Can't say 
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Is it easier to do 
business now in terms 
of approvals and 
permits? 


66 Yes 





@: you think 
ureaucracy is 
ess corrup 


now? 


Yes 


Is raising capital 
ithin and 
outside of India 

easier now? 


Yes 


Has accessing 
echnology 
rom overseas 


become easier? 


Yes 


No 54 No 20 No 7 


Don't know/ 6 Don't know/ 5 Don't know/ 3 





Can't say Can't say Can't say 
Has importing of goods from overseas Is it more a level 
ecome easier? laying field now 
n before? 
Yes 
ty rto 84 Yes 


No 11 No 15 


Don't know/ 5 
Can't say 





เท บ ง เศ ¿Ug BL HUEY peUH duis ER IT VES 
“pry yueg RASA, เก ซม อ น ุ 1 


ชุ น ข ๆ ol &ra javus 


2 - ~~ MX fh 
— TOES DUAE 
|». — Punu 


แอ จ ซบ ม 


Ss OSs 
í Q -A 
L d NÉE 


eo Ta [ i 
` ` 
k x avt. 
E ~ » 
เซ 
s 


ฯ เอ น ุ น ท 1 oD oj (แน ๐ 
‘Aem Huo] e อ น อ ว EY ƏM 





> 


> 
x Ontario Paid for e) tne ๕ ๑ 2 ment of Ontar 


- 





ONE OF THE 
. ECONOMIES ISN' T EVEN A COUNTRY. There are many reasons why the economic 


growth of Ontario is predicted to outpace Germany, France, and Japan this year. And why 
at over $400 billion, our GDP is already greater than Switzerland's or Sweden s, Our dynamic 
economy is diversified from automotive to food products. and aerospace to iT and com- 
munications. We're located in the heart of North America, with a reach of 420 million peopie. 
Most importantly, we're built for business. Ontario is the economic centre of Canada, which is 
the lowest-cost G7 country for conducting business, according to a 2006 KPMG study. We also 


offer the best-educated workforce in the world, universal healthcare, and a commitment to 


bring commercial innovations to market. It's enough to make any nation proud. There 


better place in the world to do business 


2ontario.com/india 


To learn 
more about 
doing business 
in Ontario, join The 
. Honourable Dalton. McGuinty, 
"Premier of Ontario, Canada af 
the ! upcoming Confederation of india n 








Is it easier now to 
Start something on 
your own? 


59 Yes 


Is it easier now 
to do business 
in terms of 
approvals? 


Yes 
No 46 


Don't know/ 
Can't say 10 


36 no 


Is bureaucracy 
less corrupt 
how? 


Yes 
No 65 


Don't know/ 4 


Can't say 


Q^ ou think it is easier now to find 
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omers? 











Is getting a 
bank loan 
easier now? 


Yes 
No 13 


Don't know/ 4 
Can't say 


Is it easier to 
export? 


Yes 


No 21 


Guy 21 


Othe future will 


drive your enterprise. 


la ur enterprise. will drive: the Tuture. 





Ashok Leyland, a trusted name in the automobile industry, 
backed by the multi-billion dollar transnational conglomerate 
Hinduja Group, is launching Ashley Design and Engineering 
Services (ADES). 


This ambitious venture will cater to global needs in 
transportation and other select industry verticals. ADES will 
offer unique end-to-end solutions in the spectrum of design, 
engineering, prototyping, testing and validation. 


With the emergence of India as a global source in 
Engineering Services, ADES is poised to grow exponentially. 


We are looking for an exceptional COO to be based in 
Chennai, who along with the CEO will steer the Indian 
operations of this enterprise. 


Ideally you would be someone already a part of a 
successful organisation in a similar field with a superlative 
track record. And preferably with prior experience in 
developing strategic alliances. 


Your mission, among other things, would include developing 
strategies for growth through acquisitions. 


As COO, you would be propelling this exciting enterprise 
towards its place in the sun. If you see yourself driving the 
future, write in confidence to adescoo(ashokleyland.com 
Visit us at http://ades.ashokleyland.com 


ADES 


engineering excellence 
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ASHOK LEYLAND 


WRMMMMMMENGINEERING YOUR TOMORROWS 


ASHLEY DESIGN S ENGINESGAING Services 
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Have the reforms 
since 1991 benefited 


farmers? 


51 Yes 


Or: our farm 
roductivity 
mpoved? 


Yes 


No 
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Don't know/ 1 
Can't say 


How do you think entry 
foreign investment will i 





Help 
it improve 


Don't know/ 
Can't say 


Hurt 
its future 


Will better 
irrigation 
mprove farm 


productivity? 


Yes 


No 8 


Don't know/ 1 


Can't say 
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TH ANNIVERSARY ISSUE 


mpact agriculture? 


Can 








Qin cuttin 
farm subsidies 
urt farmers? 


25 


Don't know/ 3 
Can't say 


Will open 
markets for 
agri-products 
help farmers? 


20 


Yes 
No 


Don't know/ 3 
t say 
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an MBA from a 
B-school abroad? 


After graduation, 
e would you still want 


57 No Can't say 


41 Yes 





Given a choice, Are there more Which industry 
where would career/ job. would you ` 
you like to opportunities rather work in? 
work? available now? 
In india O. Yes x economy 
Old 
Go Abroad 29 No 1 0 economy 1 3 
Don't know/ 2 Don't know/ 0 Don't know/ 3 
Can't say Can't say Can't say 
@ ท ท = would you prefer? | Will India become 
ใน an economic 


uperpower 


sometime soon? 





Start something 
on my own Yes 


Don't know/ 
Can't say 


Seek 
employment 
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HUNTING FOR MUSHROOMS: 
The Search for Next Growth Drivers 


i BRIDGING THE INCOME DIVIDE: 
How to Spread the Prosperity Around 


MAKING DEMOCRACY DELIVER: 
Systemic Accountability is the Need 


INDIA INC. GOING GLOBAL: 
Doing Business in a Borderless World 


No worrying about shocking electricity bills, rising 
electricity tariffs, unscheduled power cuts... enjoy 
peace of mind with world-class solar products designed, 
developed and delivered by Tata BP Solar - India’s 
largest Solar Company and the most trusted too. 
Whether you need to brighten your home, illuminate 
your surroundings or heat water, you will find Tata BP 
Solar has an innovative solution to match your need. 


So go on, get home the best of solar products. 
Spread the sunny smiles! 


E | Ta, 


When you enjoy 
peace of mind, 
it shows 
in your smile! 





TATA BP SOLAR 


TATA BP SOLAR INDIA LIMITED 





Head Office : 
78 Electronics City Hosur Road Bangalore 560 100 
Tel O80 2235 8465 / 4119 4230 / 6660 1300 
Fax 080 2852 0116 Email tatabp@tatabp.com 


Regional Offices : 
Lucknow - Tel 0522 235 6664 
New Delhi - Tel 011 2341 1537/8/9 
Pune - Tel 020 2613 8783 / 2612 2344 
Kolkata - Tel 033 2288 0452 / 2288 7051 


www.tatabpsolar.com 
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Prized mushroom: The success of Infosys (pictured) and other IT firms has been because of their real cost advantage 
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HEN WE WERE ASKED TO PROVIDE A 

15-year forecast of India’s economy, we 

were reminded of former Harvard 

University dean McGeorge Bundy’s 

warning: There is no safety in unlim- 
ited technological hubris. Likewise, there is no cer- 
tainty in unlimited economic hubris, so let us start 
humbly by describing what we believe to be the 
foundation and process of economic growth generally 
and in India specifically. 

In his Presidential Address at the 1998 Annual 
Meeting of the American Economic Association, the 
renowned economist Arnold Harberger compared 
the incidence of real cost reductions and resulting 
economic growth to the sprouting of mushrooms. 
Growth in a specific industry drives overall economic 
growth and driving industries spring up, like mush- 
rooms, randomly over time. 

The spore of a mushroom industry is a real red- 
uction in cost. For example, consider factories in 
India and the United States producing the same prod- 
uct of similar quality with equally skilled labour. 
Because workers in India are paid less than workers in 
the us, the Indian factories present an opportunity for 
real cost reductions. Sometimes, but not always, a 
real cost reduction sprouts into a mushroom—an 


A. PRABHAKAR RAO 





Green potential: Real cost reductions can transform 
agriculture and agro-retailing sectors if issues like 
transportation, proper storage and power are addressed 
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industry that has found a way to take advantage of the 
opportunity to emerge as a driver of economic growth. 
In the 1920s, car and rubber tyre manufacturers were 
mushroom industries; in the 1930s, refrigerator man- 
ufacturers; in the 1940s, pharmaceuticals; and in the 
1990s, the information technology (IT) industry. 
Predicting which industry will emerge is as difficult 


as predicting where the mushroom will sprout. As 


Harberger said, “Mushrooms have the habit of popping 
up almost overnight”. 


Finding a Mushroom 


The mushroom in India’s economy is the IT services 


industry. When it sprouted is well known. The story 


of how and why reveals the difficulty in forecasting the 
emergence of new mushroom industries. During the 


1970s and 1980s, India experienced a brain drain as 
talented well-educated Indians went west, especially to 
the us, for higher education. Though a small percentage 


of the general population, those who left were a sig- 


nificant percentage of the population that had been 


trained in India’s prestigious institutes of technology. 


The 1980s also happened to be the dawn of the 


digital era and many of these Indian engineers and oth- 
ers found themselves in the midst of an IT revolu- 


tion. Some became successful Silicon Valley entre- 


UMESH GOSWAMI 
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conditions seem apt for the 


The 
auto products industry to sprout. It has been the major 
driver of growth in exports of engineering goods 
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Forecasting Faster GDP Growth in India, 2006-2020 
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preneurs. With the advent of the internet and fibre op- 
tic cable, Indian entrepreneurs took advantage of the 
relatively low-cost talent pool they themselves had 
come from several vears earlier, and created what 
came to be the Indian software services industry. 
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Source: Nathan Associates Inc 


When looking back, we find that: 

B Advances in telecommunications technology 
provided an opportunity for real cost reductions in the 
IT industry globally; 

m Indian engineers who had left India to further their 
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YEARS AFTER 


education and others who remained home took adv- 
antage of this opportunity to become IT entrepre- 
neurs, utilising India’s relatively low-cost, highly 
skilled labour force to build an industry that quickly 
became the world’s leading provider of IT services; 
m Indian IT firms’ real cost reductions spurred growth 
in the Indian economy; and 
m Growth in India's economy was and still is being 
fuelled by IT-related services industries, including 
business and knowledge process outsourcing (BPO 
and KPO), that continue to achieve and take advantage 
of real cost reductions. 

How could one have predicted this sequence and 
forecast its consequences? India has experienced 
phenomenal growth driven by the mushroom industry 


GDP Growth and Poverty Reduction 


900 - 
450 
400 - 


sss 2000 population remaining below the national poverty line 
GDP growth figures in per cent and people in million 


of IT services despite being one of the least technolog- 
ically advanced economies in the world, a country 
with a large population living in poverty, and a coun- 
try with a high rate of illiteracy. During the most recent 
year for which data are available, India’s exports of soft- 
ware and services grew 33 per cent. In only eight 
years, the share of India's GDP accounted for by its rr in- 
dustry quadrupled from 1.2 per cent to 4.8 per cent. 


Clearing Away the Underbrush 

If the mushroom metaphor is apt—and we believe it 
is—much of the recent debate among economists 
over when and why the Indian economy started to 
shine is largely irrelevant. The presence of Indian 
engineers in western economies, advances in 
communications technology, the availability of highly 
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skilled human capital in India, and advances in and 
growing use of IT in all walks of life were all important 
conditions leading to the emergence and growth of 
India’s IT services industry. But none of these conditions 
was the result of far-sighted government policy, except, 
maybe remotely, government investment in higher 
education oriented towards engineering. 

The post-1991 economic liberalisation policies 
promoting investment in information and communi- 
cations technology (ICT) infrastructure and reducing for- 
eign exchange and foreign investment regulations 
allowed the mushroom to continue growing, but 
these policies were neither the spores of India’s rr 
mushroom nor the favourable conditions that led to its 
early growth. The spore of the industry was its real cost 
advantage and the industry grew 
because of worldwide demand 
for IT services. In sum, India ben- 
efited from simply being in the 
right place at the right time. 


Are More Ready to Sprout? 


It is unlikely that the real cost 
reductions of India’s IT serv- 
ices industry will last forever, 
or even through our 15-year 
forecast period. There is al- 
ready an IT skills gap in India. 
Kiran Karnik, the president of 
NASSCOM, recently warned of 
an impending severe shortage 
of highly skilled workers. The 
IT industry alone needs more 
than 300,000 workers and 
fewer than 150,000 are avail- 
able each year. By 2010, NASSCOM warns that India 
will face a shortage of 500,000 skilled workers. 
As a result, wages are rising, eroding the cost ad- 
vantage that led to the industry’s growth. 
However, the success of the industry has had an im- 
portant side effect. India has gained global recognition, 
not as a developing country with a huge population, 
rampant poverty, and a “Hindu” growth rate, but as a 
leader in the provision of IT services with a burgeoning 
middle class and tremendous potential for the future. 
This recognition has not only opened global mar- 
kets for Indian industries producing technology 
products, but, more important, has given Indian 
entrepreneurs the confidence that they can compete 
globally and even dominate world markets. This in 
itself is a real cost reduction, in terms of marketing and 
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entrepreneurial risk. 

As a result, absent some unexpected natural 
catastrophe or government failure, the Planning Com- 
mission is probably right about the likelihood of 
India’s economy growing between 8 per cent and 9 per 
cent on a sustained basis, at least during the period of 
the 11th Five Year Plan. In fact, our baseline forecast 
shows India’s gross domestic product growing between 
8 per cent and 9 per cent until 2018. 

But we think new mushrooms are about to sprout. 
If they do, economic growth will exceed the Planning 
Commission’s target and our baseline forecast. 


Looking for Similar Conditions 

The next mushroom might be sprouting now in India’s 
manufacturing sector, in industries where conditions are 
similar to the conditions that gave rise to the IT services 
industry—growing global demand for output, a tech- 
nology-driven production process, skilled labour 
requirements, and foreign direct investment (FDI). 

During the past two years, growth in manufac- 
turing has spurred growth in India's economy. The 
two-year average annual change in manufacturing 
sector production was 9.1 per cent. And this year, the 
manufacturing sector attracted the most FDI to India— 
$1.3 billion, nearly twice the amount attracted by the 
IT services industry. 

The automotive products industry is the most 
likely manufacturing mushroom. One hundred per 
cent FDI is allowed in the industry. There is no local 
content regulation. The potential domestic market is 


huge. And foreign markets are a strong source of 
growth. According to the central bank, exports of 
India's manufactured engineering goods, a category 
that includes automotive products, grew at an average 
annual rate of 33.8 per cent during the most recent 
three years and 40 per cent of these exports were man- 
ufactured by small- and medium-size enterprises. 
The automotive products industry was the major 
driver of growth in exports of engineering goods. 

Still, several formidable barriers must be removed 
for any manufacturing industry mushroom to sprout. 
[ndia's inadequate physical transportation infrastruc- 
ture, unreliable and costly supply of energy, and high 
import tariffs stand in the way. And like the IT services 
industry, skilled manufacturing industries face rising 
wage costs as growth in the supply of skilled labour fails 
to keep pace with increasing demand. 


Looking Elsewhere 

A new and significantly faster growth spurt will occur 
if real cost reductions can be found and captured in 
agriculture and its related industries, including retailing. 
These industries employ the vast majority of India’s 
labour force; agriculture alone employs 60 per cent. 
Real cost reductions that translate into increased out- 
put, wages, and lower prices will benefit India’s rural 
poor as well as India’s middle class. 

But much needs to be in place before agriculture 
and agro-retailing mushrooms can sprout: better vil- 
lage transportation and storage infrastructure; fairly 
priced, unsubsidised electricity; modern irrigation to 


Still mushrooming: But the IT sector faces a shortage of skilled workers, and that could erode its cost advantage 
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replace tube well irrigation that depletes water 


resources faster than they can be replenished; and. 
less regulation of India's finance, insurance, ‘and 


retailing industries. | 

Now that the government is investing in infra. 
structure and that foreign competition in insurance, 
finance, and retailing is more likely, Indian entrepre- 
neurs are beginning to find and take advantage of 
real cost reductions to transform the agriculture and 
retail sectors of the economy. Commercial banks are 
developing rural credit programmes. Large Indian 
businesses with no experience in retailing are finding 
real cost reductions by linking farmers directly to 
urban food stores. And retailers are seeking ways to 
capture the efficiencies of large stores without sacri- 


Forecast Changes in Sector Composition of GDP 
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ficing the intimacy and service of small stores. Prices in 


small stores are 20 per cent higher than in big stores. 
In the long run, such increases in purchasing power will 
generate and sustain higher growth. 


Growing Faster 


Nobel prize winning economist Robert Solow. dub ' 
Ic growth | 
model. According to Solow’s model, edes isde- , 









oped what is popularly known as tl 








termined by growth in the stock o 
(plant, machinery, equipment, etc.) an | 
tion of economic growth not explai ed b y dá the ie: 
- factors separately is explained by ga: 
productivity, the increase in produ 


when capital and labour are combined mor e ocr 


Using the Solow model as our framework, we 
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abour. . The por- E 


| | | ล two forecasts of GDP growth (see 1: : 
_ Faster cpp... & Forecast Changes in...). In one, the base- 


line forecast, we assumed that the stock of labour 
and capital will grow during the forecast period (2006 
through 2020) at the rates they grew during the recent 
past. In the other, the optimistic forecast, we account 
for additional infrastructure investment spending. 

In the baseline forecast, growth will reach a max- 
imum of 9 per cent in 2009 but level off and decline - 
to less than 8 per cent by 2020. Our baseline reveals 
the diminishing effects of India's current IT services 
industry mushroom. 

Without significant investments in India's infra- 
structure, the true potential of the economy will not be 
realised. Recall that the common barrier to any mush- 
room industry emerging is the 
lack of adequate infrastructure. 
Prime Minister Manmohan 
Singh has called for investment 
totalling $300 billion by 2012. In 
our optimistic forecast, we ac- 
count for the Prime Minister's 
targeted amount of $300 billion 
by 2012 plus a similar amount 
over the 2013 to 2020 period. 

When accounting for these 
significant infrastructure invest- 
ments, annual growth in GDP will 
be 10 per cent or higher from 
2009 through 2014, peak at 11 
per cent in 2012, and maintain a 
rate of 9 per cent or higher 


2020 throughout the remainder of the 


forecast period. 

Infrastructure investments 
will open the door for real cost reductions, especially 
in manufacturing, agriculture, and retail trade. Growth 
in these industries will drive overall economic growth. 
The real cost reductions that will be achievable with 


better infrastructure will allow India to reach what we 


believe is its true potential. 

In our optimistic forecast, we expect the mix of 
industry: activity to be changing (see Forecast Changes 
in...). The services sector, which includes trade, hotels, 


transport, and communication; financing, insurance, 
real estate, and business services; community, social, 


and personal services; as well as construction, already | 


. accounts for 60 per cent of total economic activity. The — 
. sector accounts for three-fourths of India’s GDP growth. ' 
|... By the end of our forecast period, we expect the E 

d service sector will account for 73 per cent of India’s GDP. 
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The amount of GDP accounted for by the remaining two 
sectors, agriculture and industry, will decline over the 
period. Agriculture’s share of GDP will fall from 20 per 
cent to 10 per cent. Industry’s share will fall from 19 
per cent to 17 per cent. Implicit in these changes is 
recognition of the significant growth potential in 
transportation, retailing, hotels, financing, real estate, 
and construction industries that will occur with inf- 
rastructure investments that allow real cost reductions 
to emerge, mushrooms to sprout, and employment 
opportunities for low-skilled workers to grow. 


Humility and the Mushroom Hunter 

During the next 15 years, we believe India’s economy 
will grow significantly faster than its current rate. 
How can it not? Success so far has been achieved 
despite woefully inadequate infrastructure and the 
misplaced faith of many that governments, not markets, 
provide opportunity. 

With continuing development of basic infrastruc- 
ture; Ongoing innovation in communications tech- 
nologies; entrepreneurial spirit spreading into manu- 
facturing, agriculture, finance, and retailing; and rising 
awareness of the potential of markets freed from 
trade quotas, price controls, and industry protection, 
a new mushroom is likely soon—but where? 


SIPRA DAS 


A good harvest: Agriculture employs 60 per cent of the 
labour force. Real cost reductions will increase output, 
wages and lower prices, thus benefiting the rural poor 





Data lead us in the direction of the automotive and 
automotive parts manufacturing industry. Foreign 
demand is important to this industry, but domestic 
demand is increasingly fuelling its growth and is likely 
to sustain growth thanks to the burgeoning purchasing 
power of the Indian middle-class. 

In fact, the growth of India's economy as a whole 
in the next 15 years depends on domestic demand, and 
especially demand among poor consumers, who out- 
number the middle-class three to one. In our forecast, 
290 million Indians who lived below the national 
poverty line in 2000 will be living above the line, 
perhaps as early as in 2016 (see GDP Growth and... ). 

The domestic market holds far more potential 
than global markets for India's economic future. If 
mushrooms sprout in agriculture, agro-retail and 
labour-intensive manufacturing, the purchasing power 
of India's poor will increase, boosting demand and 
stimulating faster economic growth. 

Recall though that there is no certainty in economic 
hubris. If gains from any mushroom are perceived 
to be distributed unfairly, if governments act on the 
belief that mushroom industries can be *engineered," 
or if voters expect governments to contrive real cost 
reductions that arise only from a natural organic 
process, faster growth will not be achieved. tg 
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retail and agriculture will help these sectors achieve 
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A PROGRESSIVE ENDEAVOUR 


The process of development and quest for better lifestyle 
can evolve for the better. All it requires is a sense of 
purpose and focused vision to achieve the desired results. 
S.G. Estates Ltd. is following these successful footsteps. 


Founded in 1986, S.G. Estates Ltd. came a long way in 
real estate and construction industry. With the able and 
inspiring leadership of its Managing Director Subhash 
Gupta, this group has taken giant steps in the world of real 
estate and architecture. Along with him, the team 
members have created many architectural marvels in the 
process of success. 


According to Gaurav Gupta, Director “The company 
firmly believes in a correlation between modern lifestyle 
aspirations, environment concerns, social objectives and 
a general direction of development in a city in terms of 
infrastructure. This synergy of objectives has always been 
reflected in all projects undertaken by our group.” 


Ambition with excellence 


The drive of excellence for the group started with the 
group housing projects in Mussoorie and Haridwar. 
Recently S.G. Estates Ltd. started three ambitious projects 
named “Beta Commercial Tower", “Impressions 


** 66 


Vasundhara", "Impressions Dehradun”. 


"Beta commercial Tower", is a commercial complex in 
Vasundhara, which will have world-class offices, show 
rooms and entertainment zones. It is a centrally 
air-conditioned tower with an excellent mix of 
Retailing and corporate office spaces. 


"Impressions Vasundhara", the second most important 
project of the group comprises Luxurious apartments and 
penthouses. It is located in Vasundhara on a three-sided 
corner location. The project has luxurious specification 
and has been designed keeping in view the practical 
requirements and changing lifestyle of the evolving new 
generation people. This surely is bound to capture the 
imagination of its residents. 


The third ambitious project of the group “/mpressions 
Dehradun” creates a luxurious lifestyle, in close 
proximity to nature. The apartment building of this 
project is located in a prime area on the Shastradhara road. 
This project offers 2-3 bedroom apartments alongwith an 
entire gamut of amenities and landscaped surroundings. 


The groups have done outstanding work in real estate 
projects like providing housing solutions to an entire cross 
section of people in different segments with diverse needs. 





The company is launching soon a corporate hub in a good 
premium location at Vasundhara, Ghaziabad to cater to 
the growing demand of IT, Pharma and Finance sector. 


Focused Vision & Mission 


S.G. Estates Ltd. is determined to provide a “happening 
way of life” through their every projects. In the words of 
V.K. Garg, Executive Director “The key area of concern 
for the company has always been working towards 
maximizing customer satisfaction and ensuring that 
customers get value for the money invested". 


| CORPORATE MISSION 


“ To ensure customer satisfaction and 
fulfill social responsibility through quality 


construction and time bound possession." 


š m seit ee 
RP OE: SS EE iz Sains Rite ร š, SIS s M i arid 
rd e UA E s: ix SSS Q ว Er 
Duque MS ç D SERT AS 


uer 
em 


y IAE. 


ere 


SUA 


3 


As 


ue 


TIPO 
me t 


Sx 


UE 
SO 
JURY SENE 
VORNE 


DATE 
TERY 


presen 


AX 









QUALITY CONSTRUCTION, OUTSTANDING INTEGRITY 
-An ISO 9001:2000 certified company- 
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NDIA'S ECONOMIC RISE OVER THE LAST 15 YEARS HAS 

provided the evidence and kindled expecta- 

tions that the country could emerge as the 

world’s third largest economy in less than two 

decades by fundamentally improving the stan- 
dards of living of its one billion plus citizens. The 
changes already achieved, with the shift from an 
agrarian to a services economy, have come through 
economic restructuring that freed parts of the economy 
and boosted domestic consumption. India’s growth 
story is unique and different from that of other de- 
veloping nations like China that have relied heavily on 
exports and foreign investments to stimulate growth. 
But if India is to enter the economic big leagues, it can- 
not rest on what has been achieved to date. The 
country must push even more aggressively to con- 
tinue reforms and narrow the gap emerging between 





problems if annual economic growth does not keep 
pace with the demand from workers newly entering the 
labour market. 

India’s economy needs to grow at 10 per cent to ab- 
sorb this labour force and further migrate the work- 
force from agriculture to manufacturing and serv- 
ices. Undoubtedly, achieving this will require con- 
tinued and aggressive deregulation of sectors of the 
economy that are still hidebound and a series of social 
reforms. In the economic sphere, reform should focus 
in three areas: measured efforts to deregulate certain 
priority industries; a substantial push for infrastructure 
development; and strong encouragement of manu- 
facturing alongside knowledge-based services. 


Continued Deregulation: Sensible deregulation has 
been an important theme of India’s economic re- 


the urban haves and the rural have-nots. Without a sec- — forms over the past 15 years. Further deregulation is E 


| ond push for reform, India could find itself slipping be- 
hind in its development mission. 

Most important among the negative forces acting 
on reforms is the explosive trend projected in popu- 
lation change. India is expected to become the world's 
most populous country by 2035, and is already the 
youngest (20 per cent of the world's under-24 year olds 
live in India). Such population growth can represent a 
huge opportunity—an almost unlimited supply of 


important in sectors such as retailing, defence, the 
news media and banking, and most importantly in 
power and the natural resources sectors to boost the 
competitiveness of India's firms, to help spur pro- 
ductivity improvements that can reduce prices and to 
create higher-value jobs. India has much ground to 
cover before it can catch up with Chinese productiv- 
ity rates. With deregulation and the opening of mar- 
kets, vital foreign direct investment of capital and 


labour and consumer demand. But what if there are not 
enough jobs to help lift people out of poverty? 
Population growth could become the cause of greater 


skills can also flow into India, improving industry ef- 
fectiveness. This coupled with low interest rates will 
help sustain buoyancy in the economy. The potential 
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THE NEXT 15 YEARS 


for improvement through deregulation 
was shown by reforms in the telecom 
industry, where relaxation of rules, on for- 
eign competition and licensing have re- 
sulted in India emerging as the fifth largest 
market in telecom services with more 
than 120 million mobile telephone users. 
And all of this achieved in less than 10 
years of deregulation. Parallel efforts to 
boost competitiveness through the pri- 
vatisation of certain state-owned enter- 
prises can also bring greater competi- 
tiveness to the economy. 

Take indirect taxes, as a further ex- 
ample of the need for measured regula- 
tory change. The government should ' 
move rapidly towards a uniform, single i 
GST (goods and services tax) regime 
across all products and states. More im- 
portantly, the total incidence of taxes on 
manufactured goods should come down 
to 15 per cent of retail price (the current 
level in China) in the next three years. 
Our study of a variety of product cate- 
gories in India and China, shows that 
for every 25 percentage points that prices 
are brought down, consumption increases 
anywhere between three and five times. 
All of this is much needed to augment 
growth in manufacturing, where India 
enjoys substantial cost advantages. 


Infrastructure Development: Investment 
decisions in infrastructure—both “soft” in- 
frastructure (such as health services and 
education) and “hard” infrastructure (like transport and 
utilities)—will be of huge significance for sustaining 
long-run competitiveness and for driving economic ex- 
pansion. India's development to date has been achieved 
despite the lack of infrastructure. Investment in in- 
frastructure development during 1995-2005 has been 
a paltry 4.1 per cent of real GDP as compared to 
China's 8.2 per cent. 

But the good news is that investment has increased 
markedly in recent years, with a 15 per cent growth in 
annual spending between 1998 and 2004, and aspi- 
rations for $325-billion investment in the next five 
years. These aspirations must be achieved. Power is a 
particularly critical sector, where despite a lot of ann- 
ouncements, actual generation and distribution ca- 
pacity is still way short of what is needed and the gap 


228 BUSINESS TODAY JANUARY 14 2007 


POPULATION 
ROW TH 


1| 


ú 


f *Al TC น 
LAUSE Å 


GREATER 


PROBLEMS II ourage saving in the formal economy 





COULD 
een 


is getting wider. The “hard” infrastructure 
build-outs that are planned—or already 
underway through flagship programmes 
like Bharat Nirman, National Highway 
Development Programme, National 
Urban Renewal Mission—will support 
further industrial growth if delivered 
successfully. Each has the potential to 
create facilities that India desperately 
needs to sustain its growth. 

New capital must also be raised to ex- 
pand this investment in infrastructure— 
via the cultivation of new sources of for- 
eign direct investment, enhanced pub- 
lic-private partnerships, and by effec- 
tively reducing fiscal deficits, particu- 
larly at the state level. Specific reform 
measures can have a profound impact 
in each of these areas—through the sen- 
sible revision of FDI rules in areas such as 
mining, rail and air transportation; in 
reforms to the banking sector to enc- 
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and expand investment avenues; and 
through state governments' efforts to 
balance their budgets. Further, leveraging 
the public-private partnerships is an ap- 
proach that India should seek to expand. 


Augmenting Growth of the Manufacturing 
Industry: India can no longer expect to 
outperform its competitors without sub- 
stantial growth in its manufacturing in- 
dustry. India has rightly won fame for its 
high-tech industry and can still expect 
thousands of new jobs to emerge as the size of business 
process outsourcing and IT industries is likely to grow 
three times, to a value of at least $60 billion by 2010. 
However, these sectors will never provide the volume 
of jobs that are needed to uplift the tens of millions of 
Indians living in rural communities, where incomes are 
nearly two-and-a-half times lower than in cities. 

So, the need for expansion of labour-intensive 
and skill-intensive jobs in other sectors such as man- 
ufacturing is substantial. If India were to leverage its in- 
herent strengths in skill-intensive manufacturing, ex- 
ports could surge to approximately $300 billion and 
create an additional 25-30 million jobs by 2015. 
Emphasis on the auto components, electrical and 
electronic products, apparels and specialty chemicals 
industries could result in *Made in India" becoming the 
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next big manufacturing exports story. However, re- 
alising this requires actions on multiple fronts. 
Reforming indirect taxes, de-bottlenecking labour 
laws, and increasing port capacities are some of the ob- 
vious measures. Innovative approaches like encouraging 
the creation of special economic regions are required. 
These are regions with several defining characteristics. 
They should have sufficient scale (e.g., entire dis- 
tricts), provides world-class hard and necessary soft in- 
frastructure; have faster and simpler procedures; and 
provide sector specific shared services (e.g., training in- 
stitutes, testing and design capabilities etc.). 

Further, other priorities in manufacturing should 
include the food processing industry and construction, 
which align well with India’s strong historic focus on 
agriculture and its need for infrastructure develop- 
ment. Systematic development of food processing is 
necessary to make better use of India’s resources—far 
too much agricultural produce never makes it to 
market because of supply problems. 
Finally, nurturing the growth of a buoy- 
ant services sector e.g. tourism, will lead 
to the creation of thousands of direct and 
indirect jobs. 

In the social sphere, India badly needs 
to upgrade its education and healthcare 
services. Today, 35 per cent of India’s 1.1 
billion people live in poverty. For a ma- 
jority of India’s citizens, the opportunity 
to contribute to the nation’s long-term 
economic progress is limited by a lack of 
skills and education, and by poor health- 
care and other services. Progress on both 
will dramatically improve people’s lives, 
and give them the opportunity to partake 
in the greater prosperity being enjoyed 
elsewhere in the economy. Not doing 
this will further widen the gap between 
urban haves and rural have-nots. 


Education: India’s educational attain- 
ment is poor in comparison to other na- 
tions, including China. Only 60 per cent 
of Indians are literate, compared to 90 per 
cent of people in China. All develop- 
ment experiences around the world sug- 
gest that primary education in the rural ar- 
eas 15 critical to uplift the population 
and, by and large, the government has 
failed to provide this in many states. 
Lifting literacy rates will be vital if India 
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is to compete for high-value economic activity—both 
skill-intensive manufacturing as well as high-tech serv- 
ices. Even in the latter, where India is considered to 
have abundant talent, our research points to a short- 
age of about 500,000 qualified employees by 2010. 

To stimulate private sector investment in higher ed- 
ucation, the government could create experimental fo- 
cused-education-zones (FEZs), geographic locations 
where educational institutes can be set up with com- 
plete flexibility in admissions, fee setting, course of- 
ferings, faculty recruitment and delivery and evaluation 
methodologies. The zones could be open to foreign 
universities and for profit players, offering regular 
degree courses, with the entry and exit of players de- 
termined by market forces. In short, India must grad- 
uate more students with the skills needed for em- 
ployment in the global economy. 


Healthcare: Turning to public health, India as a whole 
produces approximately 375 public health 
professionals (think: nutritionists and 
health economists) each year—roughly 
the same number as a couple of public 
health schools in Germany or the us. At 
the same time, India now has the largest 
population of any country suffering with 
HIV/AIDS—5.7 million people. Its infant 
mortality rate is more than twice that 
of China, which also boasts substantially 
longer life expectancy. Clean water and 
sanitation remain out of reach for many. 
Yet, public spending on healthcare is less 
than 1 per cent of GDP. If India is to 
have a strong and healthy workforce, 
urgent action is needed to increase 
the number and coverage of effective 
public health services. The Public 
Health Foundation of India, a public- 
private partnership that we at 
McKinsey have helped establish to 
train 10,000 new public health work- 
ers each year, is one effort to bridge 
this gap between need and supply of 
skilled service providers. 

In conclusion, some of India recog- 
nises that the second push for reform is 
required to leapfrog into the economic 
big leagues. But, will these economic and 
social reforms be delivered in time to 
create the desired impact? Actions and 
time will decide. m 
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| Even as middle class India is thriving, burgeoning 
| and obsessively consuming in copious quantities, 
roughly 35 per cent of the population gets by 
with under Rs 45 a day, and another 45 per cent 
lives on Rs 45-90. BRIAN CARVALHO & ANUSHA SUBRAMANIAN 








LOSE TO 4.6 MILLION CHILDREN 
in India don’t go to school, 


the third-highest population of 
out-of-school kids (after 
Nigeria and Pakistan), according to a 
recent report released by the United 
Nations Educational, Scientific and 
Cultural Organisation. Count them 
as the lucky ones—lucky not to be 
amongst the 1 million dying from 
diarrhoea every year. It’s against 
such a dreary backdrop that Pureit, 
a seemingly humdrum water purifier 
from the stable of consumer goods 
giant Hindustan Lever Ltd (HLL), takes 
on a miraculous hue, perhaps with 
even more magical properties than a 
potential remedy for the world’s incurable 
diseases—after all, the number of people 
losing their lives to diarrhoea in India is two 
times those dying from HIV/AIDS. 
Pureit, says HLL, rids water of viruses, bacteria and 
parasites (which are present in 80 per cent of potable wa- 
ter in the country). What’s more, it doesn’t run on electricity, it 
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at the bottom of the pyramid through cost-effective intervention 
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doesn’t need to work on running water, is rela- 
tively affordable, at roughly Rs 1,500, and—best of 
all—can be bought on monthly instalments of 
Rs 100. HLL says it introduced Pureit in a section of 
Chennai slums and, in three months flat, diarrhoea 
cases reduced by 50 per cent. 

Imagine what Pureit could do if launched across all 
of India’s 630,000 villages. 

The only caveat: Can all of India’s 800 million poor 
village folk afford this wonder product? That appears 
difficult when 35 per cent of the country’s population 
is living on less than Rs 45 a day. One way to ensure 
that the poor, or the strivers as the National Council 
of Applied Economic Research (NCAER) puts it, can get 
enough to eat, an education, clean water, and hygienic 
living conditions, and thereby, graduate to the next 
level of the aspirers is, to fall back on C.K. Prahalad’s 
theory of “the market at the bottom of the pyramid”. 
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“What is needed is a better approach to help the 
poor, an approach that involves partnering with them 
to innovate and achieve sustainable win-win scenarios 
where the poor are actively engaged and, at the same 
time, the companies providing products and services 
to them are profitable.” In other words: There is 
money to be made by companies at the bottom of the 
pyramid—where 4 billion of the world and two- 
thirds of India reside—through cost-effective inter- 
vention and leveraging of product portfolios. 

“The bottom-of-the-pyramid theory is valid on 
paper. What we need are a larger number of such exp- 
eriments, and more instances of these experiments 
reaching a stage from where they can be scaled up and 
self-sustained,” says Dalip Sehgal, Executive Director, 
New Ventures & Marketing Services, HLL. Indeed, a 
clutch of major Indian corporations is attempting 
such mutually-beneficial, potentially-scalable and 


Taking it literally: The message is lost as 4.6 million children cannot afford education 
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Source: NCAER 


self-sustaining experiments, working in tandem with non-govern- 
mental organisations (NGOs), self-help groups (SHGs), state govern- 
ments and banks & financial institutions. The goals—make no mistake— 
are poverty eradication and profit, not necessarily in that order. A score 
of companies have realised that there is a load of lucre at the bottom of 
the pyramid, and that the best way to help the poor is to make money 
from them. Here's a quick run through some of these experiments. 


Welcome to the Digital Rural Economy 


As India moves towards a leadership position in the global knowledge ` E x 


economy, the MNC technology companies do not want to be left behind 
in the race. Companies like Microsoft and Cisco are aggressively 
moving ahead in the Indian market to penetrate into rural India. 
Microsoft continues to work in close partnership with all stakeholders, 
including the government at the state and national levels, the Indian tT 
industry and academia, to ensure that technology is leveraged as a cat- 
alyst for enabling more and more individuals and communities to realise 
their full potential. During Bill Gates’ India visit early this year, Ravi 
Venkatesan, Chairman, Microsoft Corporation India, had said: “India 
is synonymous with IT success today. As a long-term partner for India, 
Microsoft strives to help create a digitally-inclusive society where 
technology reaches out to the over 1-billion strong population to 
help them realise their full potential.” Microsoft India’s vision of a dig- 
itally-inclusive society implies a thrust on long-term investments for tak- 
ing the benefits of rT to the grassroot and reaching out to communities 
in rural and semi-urban India which are marginalised and are on the 
wrong side of the ‘Digital Divide’. Accelerating IT literacy, creating 
locally relevant content in Indian languages and ensuring affordable 
access to technology are the key levers for achieving this mission. 
Some key Microsoft programmes include Project Shiksha, for 
accelerating IT literacy, Project Bhasha, to promote local language 
computing, Project Jyoti, for empowering women and rural commu- 
nities, Project Saksham, a kiosk-model initiative for a strong IT 
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Brand ambassador: HLL’s Project Shakti 
employs local women to tap remote villages 


ecosystem and Project Vikas, to enhance the global 
competitiveness of India’s small and medium enter- 
prises, Project Shiksha, for instance, started in 2002, has 
so far impacted over 100,000 school teachers and 5 
million students in government schools across the 
country. It will now be extended to 600 districts 
across the country in the next phase. 


Philips: Affordable Healthcare & Communication 


Global consumer giant Philips, which lags competitors 
like Samsung and LG in India, is now focusing at the 
bottom of the pyramid for its next big push. In fact, 
Philips is fine-tuning its BoP strategy for the world's de- 
veloping countries where four billion people are on the 
wrong side of the financial and digital divide. Philips 
has not yet unveiled its BoP game plan for India, but 
with a project dubbed Disha, the company is testing the 
possibilities of providing mobile, affordable access to 
healthcare. Voices-in-your hands is another pilot proj- 
ect running in Brazil to provide access to communi- 
cation and information to the urban poor, without the 
need for expensive telephone equipment. 
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HLL: Power to the Rural Woman 


HLL’s traditional distribution network can reach 
100,000 of the country’s 630,000-odd villages. Pen- 
etrating deeper is not cost-effective as most of the 
remaining villages have a population of below 2,000 
and aren’t easy to reach via traditional communication 
methods of television and press. Enter Project Shakti, 
by virtue of which HLL would have reached half a mil- 
lion villages by 2010, a home-to-home model that re- 
lies purely on word-of-mouth. 

Till a few years ago, Rojamma was a single parent 
in the village of Kurumurthy, 150 km off Hyderabad, 
struggling to eke out a living for her two daughters. 
Today, she is HLL’s biggest walking-talking commercial 
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Still miles to go: Mobile access in rural areas is 
limited because of high cost of equipment 





tor Project Shakti. Rojamma joined a self-help group 
(SHG) in the village desperately looking for a means of 
sustenance. HLL hit upon the idea of tapping into 
such SHGs and inviting women to become direct-to-con- 
sumer distributors. HLL has several products in its 
portfolio that are affordable to the poor—shampoo sa- 
chets at 50 paise, soaps and detergents at Rs 5 and 
toothpastes at Rs 10. That's one way to increase pen- 
etration, even as the distributors get a chance to earn 
a decent income of up to Rs 10,000 per month. A part 
of this project are the Shaktivanis, who are trained to 
communicate the brand's attributes along with the 
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Window to the world: ITC's e-Choupal reaches out 
to 3.5 million farmers, providing them information 


virtues of health and hygiene, and basic healthcare. 
So, the benefits are manifold: the women (some 30,000 
of them at last count) get to earn a living, their fellow 
dwellers are educated about health and hygiene, and 
there’s the intangible benefit of women empowerment. 
HLL, for its part, increases consumption and penetration 
of core products in its portfolio. Today, Project Shakti 
accounts for 15 per cent of rural sales (in areas in 
which it is present, which include almost all of India, ex- 
cept the hill states), and 40-50 per cent of rural growth. 


DTH: Taking Infotainment to the Masses 


India has around 110 million Tv homes, of which 
68 million are cable and satellite (C&S) homes, while the 
remaining 42 million homes are without access to 
cable or satellite Tv. Also C&S Tv is largely an urban and 
town phenomenon as it’s difficult to lay cables in 
the remote corners of the country. That’s where direct- 
to-home (DTH) can change the rules of the game. 
“One of the paradigm shifts in TV viewing has been the 
emergence of DTH satellite TV as it can penetrate into 
the remotest corner of the country without any diffi- 
culty,” says Vikram Kaushik, CEO & Mp, Tata Sky. Dish 
rv from the Essel Group and pubcaster Doordarshan’s 
Direct TV were the first movers in this business and 
have been able to take infotainment to the hinterlands 
of India. Dish Tv’s efforts till recently were primarily 
focused towards the cable dry areas and today it has 


taken the lead in this segment and currently boasts of 


1.7 million subscribers across the country. It further has 
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Lending a hand: The market for microfinance is huge 
with 800 million people having no access to banks 


plans to add on 2.5 million subscribers by the end of 
2006. Dish TV even has subscribers in Arunachal 
Pradesh in the north-east. Tata Sky claims it has roped 
in subscribers from areas as far-flung as Leh in Ladakh, 
Manipur, Mizoram, Uttar Pradesh and Bihar. Currently 
with 275,000 subscribers, the company is planning to 
reach the 1-million mark by the end of the year. To 
achieve this target, it has roped in rrc e-Choupals, 
Godrej Aadhar (the rural services and retail initiative of 
Godrej Agrovet) as well as Indian Oil. They are also 
working with Kisan Kendras and are conducting 
demonstrations through mobile vans. Dish Tv is bank- 
ing on rural mandis and melas to get potential cus- 
tomers. With over 3.5 million subscribers at present, 
DTH penetration is expected to reach 10 million by 
2010. That would be sweet music to marketers keen to 
take their message into the country's innermost recesses. 


Mobile Penetration: Calling the Hinterland 

Since the launch of cellular services in India in 1995, 
the subscriber base has grown phenomenally. Over 100 
million mobile subscribers, and an ever-evolving array 
of services, have redefined communications for many 
Indians. But that huge subscriber base represents less 
than 10 per cent of the population. Bharti Airtel has 
chalked out something called the matchbox strategy, 
whereby it aims for its SIM cards to be available every- 
where. Then there is something called the ‘Chappa 
Chappa’ strategy, through which Bharti aims to reach 
out to all towns with a population of 5,000 or more. 
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For rural markets, Airtel has also tied up with low-cost 
handset manufacturers and has also introduced the 
Rs 200 recharge coupons and the Rs 999 lifetime pre- 
paid card. 

However, low income levels, limited purchasing 
power, and inadequate telecom infrastructure are key 
bottlenecks that still plague penetration in rural India. 
As a result, cellular services for this segment are per- 
ceived to be expensive—and consequently unprof- 
itable. Perhaps there are lessons to be learnt from 
Grameen Phone, the Bangladeshi operator, which 
has shown that the ability to address consumer demand 


Bill Gates’ Project 


Shiksha has helped 5 million students 





for affordable mobile tariff plans is closely linked to an 
operator's cost per transaction. A high per unit cost of 
refill weakens the flexibility to offer a wide range of de- 
nominations at compelling price points that will suc- 
cessfully attract the BoP segment. In most rural 
economies, the cost per transaction is further inflated 
by a lack of adequate physical infrastructure in many 
regions, such as roads, transport modes, storage fa- 
cilities, and an established retail ecosystem. This ac- 
centuates the need for a completely new business 
model to profitably extend services to the under pen- 
etrated segment of the market. Grameen Phone dep- 
loyed a prepaid mobile solution, Prerups—created 
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ironically by Bharti and specially customised for 
Grameen Phone—which could break the conven- 
tional prepaid service delivery chain and replace 
scratch cards, allowing operators to vend prepaid 
talk time in electronic form over existing distribu- 
tion channels. With Prerups, Grameen Phone was 
able to profitably grow the BoP segment. PreTUPS pro- 
vided Grameen Phone with an end-to-end platform to 
simplify management and administration of various as- 
pects of prepaid service distribution. For Grameen 
Phone's subscribers, Prerups translated into an 
affordable way to use mobile phone services. Grameen 
Phone's subscribers can now budget mobile usage 
into their daily expenses, equipping them with one of 
the tools of modern business. Grameen Phone expe- 
rienced a significant improvement in market pene- 
tration, with a rapid 55 per cent growth in customer 
acquisition over a 12-month period. 

Clearly, there's hope on the horizon to narrow the 
yawning gap between the splurging middle class and to- 
day's no-hopers. NCAER data reveals hardly any change 
in the bracket earning under Rs 90,000 annually over the 
past 10 years (which is virtually static at a little over 130 
million households). But by 2013, the strivers (those at 
the bottom of the pyramid) are expected to whittle down 
from 96 million households, with the aspirers in the mid- 
dle burgeoning from 46 million to 124 million house- 
holds. But it may not be as smooth as that. A section of 
economists feels that Prahalad's theory is fundamentally 
flawed as it focuses on making the poor consumers 
rather than producers (rrc's e-Choupals project, which 
connects farmers with large firms and global markets, can 
go further in bringing down poverty levels by increas- 
ing income levels). Others wonder whether, after setting 
aside for basic needs like food and clothing, the poor 
ever have adequate disposable income to become con- 
sumers in the first place. These are questions to which 
only time and the various experiments of BoP mar- 
keters will be able to provide answers to. HLL’s Sehgal 
warns against the dangers of companies expecting results 
too fast. At the same time, he lays emphasis on the 
urgency to scale up and not "get caught in the circle of 
experimentation”. With Shakti, for instance, HLL took 
12 months to “understand the market”, and then in 
three years, moved from 200 to 100,000 villages. 
What's needed is many more such self-sustaining, 
scalable models that not only make consumers out of 
the poor, but also provide them with opportunities to 
raise their income levels, and eventually salt away a part 
of it as disposable wealth. m 
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GUEST COLUMN 





AST MONTH, A GROUP OF ADOLESCENT BOYS 
and girls was playing high quality cricket; 
it was recess time at a school in Jaipur. To 
me, their unrestrained participation was 
extraordinary, because these children 
come from an impoverished minority community in 
rural Rajasthan. To anyone even briefly familiar with 
this context, you will understand what it means for 
these children to have shed the strong gender stereo- 
pes they have grown up with. 

This is what a school can do. In a carefully 
designed space within a child’s life, a school can 
make a different reality possible. It can challenge a 
child to question her views about herself and her 
world. And in the process, the school stokes the 
child’s fire of learning and expands her innate 
potential. 

These cricket playing children have begun to 
rationally question their customs, their capacities and 
their place in society. Today, they carry these questions 
outside their school to their homes and communities. 
And tomorrow, when they begin to engage more 
fully with socio-economic processes, this small rural 
school’s true power begins to manifest. For, slowly, 
what happens within the school begins to permeate the 
world outside. 

It is this that can drive a more equitable India, an 
India that is economically vibrant—not just in a few 
pockets but across regions, across socio-economic 
classes and across the rural-urban divide. 
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The Reality 


Compare this with what happens in other schools 
across India. In most schools, the primary process at 
work most of the time is the mechanical preparation 
of students to respond to exams that rarely test real 
understanding. From a recent study Wipro conducted, 
we realised how shallow student learning is even in our 
country's most popular schools (see India Today, 
Nov. 27, “What’s wrong with our teaching?”). 
Knowledge seems largely restricted to knowing how to 
respond to predetermined stimuli, such as a set of ques- 
tions, with a predetermined set of answers; answers 
that require the repeating of an agreed string of words 
or procedures. 

I think this is directly attributable to the archaic lec- 
ture-based teacher-to-child pedagogy that continues to 
pervade Indian classrooms, forcing children to respond 
with meaningless memorising and rote. And children 
stop seeing classroom learning as something integral to 
life, and view it merely as something for use in exams. 

Given the narrow funnel of economic opportuni- 
ties in India, it is not surprising that marks and grades 
have become excessively important, for it is the ten- 
dency of large systems to evolve simplistic, even if 
unfair, filtering mechanisms. Another argument | 

ave heard often is “the rigour, drill and discipline” this 
process instils in our children. But to what extent is the 
argument valid when it hurdles real growth? When it 
comes at the cost of real learning and child develop- 
ment, it is time to reconsider where we are headed. 
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As adults, we know that true learning 
is that which helps us live productively, 
meaningfully, empathically and creatively 
in an ambiguous and uncertain world. 
Yet, why do we as parents and educators 
continue to refuse to see this reality? Are 
we not being irresponsible with and unfair 
to our children? And to the future of 
our society and economy? 


Reasons for Hope 

We need to be concerned; and these 
questions are at the root of growing dis- 
sonance with the state of Indian schools. 
I am glad the debate is finally entering 
mainstream media. At the same time, it is 
important to highlight the many laud- 
able efforts at educational reform un- 
folding across the national canvass. The 
anecdote we began with is not an ex- 
ception; let me take this opportunity to 
share with you some of these inspira- 
tional efforts which my colleagues and I 
have had a chance to engage with over the 
past few years—across the government 
and non-government sectors. 

The Bandhyali School is a free up- 
per primary school in the outskirts of 
Jaipur. It offers quality education to chil- 
dren from educationally, socially and 
economically disadvantaged communi- 
ties. The cricket playing children we en- 
countered earlier are students of this 
school. The school believes that every 
child should develop the ability to choose 
one's ideals and the capacity to realise 
those ideals. In turn, this needs the 
development of the child to access and 
create knowledge, to think critically, and 
to act with care and concern for others. 
This school, run by Digantar, a reputed 
NGO working in the field of elementary 
education, has been an example of what 
education can be, for it has shown us 
that quality education need not be the 
privilege of an exclusive few. 

Of similar lineage is Eklavya of 
Madhya Pradesh, perhaps India's most 
reputed social organisation in education. 
Eklavya's genesis lies in the Hoshangabad 
Science Teaching Program (HSTP), an 
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innovative effort to use experimentation 
as the primary pedagogic tool in science 
teaching. Beginning as a small interven- 
tion in government schools, Eklavya has 
expanded its work from curriculum and 
teacher development to publications and 
policy advocacy. Perhaps Eklavya’s key 
contribution lies in the sheer number of 
talented individuals it has managed to 
bring into the education domain. 

While it is clear that the Bandhyali 
School and Eklavya are social assets to be 
celebrated, it is ironic that both these in- 
stitutions have faced the risk of closure. 
Yet, as Rohit Dhankar of Digantar elo- 
quently argues, an idea is the most difficult 
thing to quell. Not only do Digantar and 
Eklavya continue to survive and grow, 
they have in turn inspired several more 
progressive efforts across India. 

Rather than being one-off incidents, 
everywhere around us, such stories 
abound; for this is the story of the resur- 
gent progressive education movement 
in India. Schools such as Centre for 
Learning in Bangalore, or Vikramshila’s 
Bigha School in Burdhwan. Social 
organisations such as Vidya Bhawan, 
CEMD and Neev. Businesses with a social 
purpose, such as iDiscoveri, EZ Vidya 
and Educational Initiatives. Each of these 
organisations has begun to impact the 
mainstream of schooling in various ways. 

Many of the ideas behind these pro- 
gressive efforts have culminated in the 
new National Curriculum Framework 
of 2005. With every passing day, we get 
queries from popular mainstream schools 
asking us how they can change their age- 
old culture, competence and practices. 
These are encouraging signals, and | 
believe we are going to witness an over- 
hauling of Indian education within the 
next five years. 


What Do We Do? 


The broad goal is for our schools to give 
every child the opportunity to grow into 
someone courageous and committed in 
spirit, curious and critical in thought, 
and creative and caring in action. This 
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It is worth noting that Red FM has 
registered an impressive growth of 64 
er cent. In 2005, the reach was 
aasured its reach at 20 per cent, while 
'ave 1, the brand records a reach 
per cent. This growth has been 
repositioning ofthe brand. 
brand recorded 84.4 per 


In 2005, the brand 
India 


cent while, in 2006 the 
releast Over 21 Lac new listeners in less than a year 
Mum 


ote Gap in listenership reduced from 22.1 Lacs (ก 
radio to 3.6 Lacs from the erstwhile competitor Red FM 
margi 
(Wave Clearly consolidating as the No. 2 radio station 
in 2005" 


Yesterd: 


p.7 per cent. 


The fights on th b also went for a re- 


beginning in 
FM players 


slice of t 


, records a drop 7.4 
while, in Delhi, the 
14.1 percent. 


have h i 
š í »d its route to a 


radio 
"wp 'ed 19 per cent 
2006 wave 1 as 


in 2005. The 


h and is 
of the 
and doing so really fast in both Mumbai & Delhi! hi The 


Mumbai tetion 


week listen = 
pace of 10.2 p ot 
the findings ased 
a 9 per cent à rong 
much better t superhits ehly 
in last one week Source : "YDL - zing 
The findings indita 

radio (YDL) has gone tW ']dare 
3.8 per cent in Mumbai over 2 private 













about 1.8 million listeners. WI a bigger 


FM 93.5 | 
reach of radio in Delhi has grown j est thing to 
per cent adding about 500,000 listen | = Ja Kahol "เร เอ ท took off, 


in 2006 Wave 1. _ ype. 
Weekend vs Weekday: 
In Mumbai, the growth in weekend 1 

audience records three times the growth listene 
in weekday audience. The weekday Delhili 


ni on 





audience registers 1 per cent and A reserve 


weekend records 10.9 per cent. This AIR frequenti 





4.2 per 
positive trend is reflected in Delhi also. centis recorded, W ore than that 
The weekend audience growth touch of and 87.7 per cent of the Mumbai 


10.8 per cent and the weekday bringsin listenership base. 


BEEHIVE 


SUSINESS TODAY SPECIAL 


| 
P TH ANNIVERSARY ISSUE 





THE NEXT 15 YEARS 


means we have to rediscover our under- 
standing of how each child learns; for 
truly every child can learn! But each child 
has his or her own pace and way of learn- 
ing, and we need to customise learning 
experiences to each learner’s context. 
This means shifting to a more construc- 
tivist classroom where the primary learn- 
ing process is driven by inquiry. 

But we need to keep in mind that large 
and complex social systems, such as edu- 
cation, have a mind of their own. Though 
it might seem that change is on the anvil, 
one can never predict which way the sys- 
tem will move. Therefore, it is important 
that each one of us plays his or her part in 
steering this change for the larger social 
good. Let me suggest some things we could 
do as parents, educators, policy makers, cor- 
porates, or simply interested citizens. 

As a parent, you will greatly aid this 
cause if you can begin a dialogue with 
your child's school. Get the school lead- 
ers and teachers to begin to question 
their goals and practices. And if you are 
able to bring in other parents into this 
dialogue, you just might be able to trigger 
a movement. 

As an educator, no one is better placed 
than you to re-engineer your classroom 
and school. Take courage from the fact 
that several teachers and schools across 
the country have chosen to change. If 
you have the will, you will yourself be 
able to answer many of the problems 
this change might suggest. And there are 
many organisations willing to help as 
you go through this demanding phase. 

As policy makers, you need to ask 
why the gap between national policy and 
ground reality never seems to close. My 
hypothesis is that policy is not something 
formulated at centre, but is something 
that has to emerge out of real action on 
the ground. Also, by itself, policy cannot 
change a large social system. Hence, pol- 
icy makers need to don a different hat— 
not of establishing standards or rules, 
but of trying to motivate through sug- 
gestion. The latest national curriculum has 
taken a courageous leap forward on both 
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these issues, and it will be interesting to 
see what impact it has. 


A Call to Action 


| have a far braver suggestion to my 
friends from the corporate world. In the 
world of today, private corporations 
wield increasingly greater amounts of 
power and influence. This is both eco- 
nomic and socio-political, and it comes 
with equal responsibility. 

At Wipro, our belief is that it is 
absolutely imperative that corporations try 
to leverage this power to drive positive 
change. This is imperative because the 
amount of power that is concentrated 
with such organisations today is substantial. 

To make this happen, organisations 
must drive thoughtful and deliberate 
actions for long term, fundamental, 
societal and ecological development. And 
it must reflect the same level of enterprise, 
corporate and fiduciary rigour and strate- 
gic thinking that such an organisation 
brings to its business activities. 

My belief is that since organisations 
have power, they have an obligation to 
“do good”. 

With this philosophy to guide us, if a 
large number of like-minded corporate 
bodies come together and resolve to 
engage with our school system, we just 
might see catalysis. And I feel that there 
is no better space for us to work in, for 
education is the fundamental enabler of 
a just, humane and equitable society. 

Finally, no school is an island; every 
school is part of an unfolding society, 
and it has to respond to emerging social 
needs. The cry for school transforma- 
tion will soon reach a critical mass, and 
schools that fail to respond to this reality 
will find themselves out-of-sync. 

In a democracy, each of us is respon- 
sible for the reality we live in. Broad- 
based economic development and social 
change will only begin when we ask our- 
selves how we can engage with and make 
a difference to way things are around 
us. When we stop being bystanders, we 
will see the status quo break. m 
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India is a democracy by the people, for the people and 

| of the people only in name. A fragmented polity and a 

| sclerotic political class mean that real governance doesn't 

| exist for Indians. But there's cause for optimism. ARNAB MITRA 


cA: NDIA HAS BEEN DESCRIBED AS A FUNCTIONING 
b be F | N | ) | A N S anarchy, a flawed democracy and the world’s 
v largest democracy at different times and in dit- 


ferent contexts. The common thread running 


i 

v ace TTE 
through these descriptions is the implicit ad- 
J^ miration of the order underpinning the superstructure 
"x 

+ 


of (apparent) chaos. And there’s a lot of the latter. 


| ? The polity is fragmented—the last time a single 
EM party won a majority of the seats in the Lok Sabha 
p) = was in 1984; the last time a single party formed 


} the government at the Centre was in 1991. Since 

















et then, we've had five (six, if you count the short-lived 
w | 13-day government headed by Atal Behari Vajpayee) 
ies successive coalition governments. Interestingly, 
T3 the era of fractured electoral mandates coin- 
; i cides with the era of economic liberalisation. 
T [s there a connection? Does good econom- 
1 ics necessarily make for bad politics? And 
how can democracy deliver what it prom- 
v ises to India at large? 

uv Y The answer to that obviously will 
M - MN depend on the political orientation of 

i < FY. ว 
ba x "TNS the person you talk to. Says Aruna Roy, 
° z fi win ner of the Ramon Magsaysay 
: on Award, founder of the Mazdoor Kisan 


Shakti Sangathan (MKSS), and civil society 
activist: “The disenfranchised are get- 
ting more marginalised. The government 

is washing its hands completely off its res- 
ponsibilities. It is privatising healthcare, edu- 
cation, sanitation and other essential serv- 
i ศ์ ก. ices. What will happen to the millions of people 
D vd O 7 who cannot buy these services?" The implicit logic: 
i | governments that cannot provide for their constituents 
must be prepared to face the wrath of the voter. "Economic 
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pee e-governance modules: It will definitely nell deliver good governance to the common man 


reforms have done nothing for governance in this 
country,” she asserts. 

Maybe. But major political reforms have taken 
place over the last 15 years. “There has been signifi- 
cant movement forward over this period (see The 
Situation is a Lot Better Now)," says Dr Jayaprakash 
Narayan, former IAS officer, civil society activist and 
National Coordinator of Lok Satta, a political party 
that is campaigning for ch anging the rules of the 
politic: al game in India (more on that a little later). 

"The growth of the media, the induction of younger, 
forward-looking leaders in most political parties, the 
enactment of some very enlightened laws and so- 

called judicial activism have all played their part. 
The end result: democracy is much more deep-rooted 
today than it was 15 years ago." Adds Abhishek M. 
Singhvi, Congress spokesman: 
governance is now clearly a more established paradigm 
than was the case 15 years ago. The challenge is to 





Good and better 


duplicate and replicate the successes witnessed at 
the central level in the states." 


RTI Act can Change the Game 
Both Roy and Narayan agree that the Right to 
Information (RTI) Act (one among several enlightened 
laws) can dramatically alter the game and usher in 
much-needed transparency into the system. “It will give 
the common people a foothold in governance," says 
Roy, adding: "the colonial, feudal administration of free 
India is totally unaccountable. Government servants 
lack a public service mindset; they think they're the 
bosses. Many government servants don't work at all. 
RTI will expose them." It will, for example, empower 
a tea stall owner to inspect the motor vehicle logbook 
of a district collector; it will at once become clear to 
what extent the car is being used for official purposes 
and how much for personal use, she adds. 

Adds Wajahat Habibullah, Chief Information 


Commissioner (CIC) under the RTI Act: “Access to inf- 
ormation is the prerequisite to solving most of India's 

Á pressing problems. Without information, one doesn't 
know where the crux of the problem lies. And it is 
democracy that has opened this information floodgate 
for the common man." 

*But democracy cannot thrive on poverty, depri- 
vation and exploitation. You have to empower the 
people both politically and economically," says Basudeb 
Acharia, MP and Leader of the CPI(M) Parliamentary Party 
in the Lok Sabha. And many people are hoping the 
National Rural Employment Guarantee Scheme (NREGS) 
will do for employment generation what RTI is doing for 

> information dissemination. MKSS’s Roy is convinced that 
it will live up to its promise. “The Act is already mak- 
ing a difference on the ground in Andhra Pradesh, 
Rajasthan, Madhya Pradesh and parts of Maharashtra,” 
she says. “It’s early days yet—it has been in force for 
only about a year—but the early signs are encouraging.” 


Power to the People 

Not everyone is convinced, Says R.K. Pachauri, 
Director General, The Energy and Resources Institute 
(TERI): “Schemes like NREGS won't work as they don't 
create permanent assets; they simply throw good 
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RTI Act: Giving the people a foothold in governance 


money after bad. One size cannot fit everyone. When 
you strengthen democratic institutions, you must be 
prepared to accept thousands of models of sustainable 
development. Participatory politics demands that peo- 
ple themselves have to decide what kind of develop- 
ment they want. Let a thousand flowers bloom.” 
“India needs strong Panchayati Raj institutions,” 
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Voter registration: This important first step towards 
exercising one’s franchise is a lot easier now 


says George Mathew, Director, Institute of Social 


Sciences, a Delhi-based NGO working in the area of 


local self-government. “Right now, they don’t have the 
power to take development-related decisions, which 
remain under the control of the central and state 


bureaucracies. It is the only way to reach the fruits of 
economic reforms to the neglected 70 per cent of 


the country." Adds Arun Shourie, BJP MP and former 
Union Minister: *The government should also call in 
experts from various fields and seek their advice. 
This is not happening now." 


Fractured Polity 


But that still leaves us with a situation where the two 
leading political parties in the country (the Congress 
and the BJP) together win barely more than half the total 


Aruna Roy 

Civil Society Activist 
THE 
GOVERNMENT 
IS WASHING 
ITS HANDS 
COMPLETELY 
OFF ITS 
RESPONSIBILITIES 
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THE SITUATION IS A LOT BETTER NOW 


The last 15 years have seen more democratic 
reforms in the country than in any comparable 
period in history. The following are the major 
milestones in India’s march towards becoming 
a more inclusive democracy: 

Voter Registration: It is now easier to register as a 
voter than at any other time in the past. Post offices 
have been made the nodal agency in this regard 


| : Every candidate standing for 
elections n now has to file a statement on his financial 
status and criminal antecedents (if any) 


olitical Fun : Laws have been amended, 
giving India one y^ the world's most progressive and 
"pera! egsiations | in this regard 


| Anti-defection : The law in this regard has 


been strengthened, peers political horse-trading 
a lot more ต ถอน! Propos 
































:: The 91st 
Amendment to the Constitution has limited the size 
of the Council of Ministers to 15 per cent of the 
Legislature. This is expected to result in better 
governance and provide fewer incentives to 

idi ana ade to destabilise marginal governments 


Rigt : This legislation is 
already proving to be a game changer. It has, in 
a short span of time, curbed the opportunities of 
information arbitrage that politicians and 
bureaucrats enjoyed over the common man 


Limiting he อ r 
“III L UI WI 










k; พ ซ็ ศ เย อ ร จ - | 
เบ n idi on Acl 









seats in the Lok Sabha. Interestingly, neither of these 
parties is a big force in four of the six major states— 
Uttar Pradesh, West Bengal, Tamil Nadu, Bihar, 
Maharashtra and Andhra Pradesh—that account for 
about half of all MPs; the Congress is back in power in 
Andhra Pradesh after a long spell in the wilderness and 


Jayaprakash Narayan | 
Civil Society Activist 


DEMOCRACY 
IS MUCH 
MORE DEEP — 
ROOTED 
TODAY THAN 
IT WAS 15 
YEARS AGO 


Our votes still count: Come elections, and such 
long queues are a common sight 


Election rallies: Lakh-plus mobilisations are mere 
examples of muscle power 





like zamindaris,” he says. “We must break up this 
culture of ‘high commands’ and hold primaries (as in 
the Us) to select candidates. This will immediately 
clean up a lot of the sleaze and the culture of patron- 
age now prevalent across parties,” he says. 

Then, Narayan asks, why, in this era of instant com- 


rules Maharashtra in alliance with the NCP. At one level, 
this is not such a bad idea; it implies that local parties 
are connecting better with their constituents and so, 
are gaining greater traction in their areas of inf- 
luence. At another level, this can make for a weaker 
Centre, that, beyond a point, can become a cause for 


concern. “The fragmented 
polity obviously retards 
the process of democratic 
reforms,” says BJP leader 
Arun Jaitley. 


CORRUPTION INDEX 


The improvement is slow but noticeable. 


munications, do we need 
election rallies with 
| lakh-plus attendees? 
“This creates a demand 
for people who can mo- 


= E Country 2005 Survey 2006 Survey a) 
“The major political INDEX — RANK INDEX — RANK bilise such crowds; thus, 
parties will soon realise—in 3 musclemen and other local 
, p» t Finland 96 Z 96 ] ` (c org | ว 
their own self interest—the riff-raff suddenly become 
need for political reforms," Iceland 34 | 9.6 | political stars in their local 
jn says Lok Satta's Narayan, New Zealand 9.6 : 3.0 | areas, and politics degen- 
“and just as the underlying Denmark 9.5 4 9.5 4 erates into a game of mo- 
logic of liberalisation has Singapore 9.4 - 94 5 bilisation.” Result: even a 
driven the country’s eco- Sweden 97 6 97 6 respected figure like 
nomic agenda over the last Switzerland 9] 7 91 7 Manmohan Singh loses a 
decade-and-a-half, politi- parliamentary election. 
F : Norway 8.9 8 8.8 8 ร 
cal reforms, which look ard 22 à ; Q And finally, he says, 
difficult now, will also บ ร 5 ก ตื อ Š. the first past the post sys- 
gather steam and take on a [he Netherlands 8.6 l] 8.7 3 tem must give way to a 
life of their own.” United Kingdom 8.6 1] 8.6 1] proportional representa- 
His remedy has three United States 16 17 13 20 tion system. “The current 
strands: democratise pol- m T system encourages parties 
itical parties; transform the Russia 24 126 T: 12] to choose candidates who 
political culture; and can win them the marginal 
me Brazil, Egypt, Ghana, Mexico, Peru, PRC (Mainland China) 


reform the electoral sys- 
tem. “Right now, most 
political parties are run 


Saudi Arabia and Senegal are at par with India 


Total number of participants: 159 for 2005 and 


163 for 2006 
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vote, by muscle power, 
blackmail and illegal ind- 
ucements, if necessary. 


4 2007 BUSINESS TODAY 247 


| 


j | 


BUSINESS TODAY SPECIAL 


} TH ANNIVERSARY ISSUE 





THE NEXT 15 YEARS 


Also, parties below a 
threshold of 15-20 per 
cent of the popular vote 
have no voice in this sys- 
tem. Asks Shourie: “Why 
can’t we directly elect the 
Chief Executive? This 
will immediately clean 
up the polity.” The pre- 
scription is ready, but is 
anyone listening? 
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E-governance SWITZERLAND 
Technology will play a 
big role in reducing cor- 
ruption and delivering 
good governance to the 
common man. Already, 
several state governments 
have developed robust | 93. BRAZIL 
e-governance modules. [85 CHINA 

Andhra Pradesh, for exa- จ ไฟ 0.60 
mple, has so far floated 
tenders worth Rs 39,420 
crore through the 
e-procurement route. In 2005-06 alone, it floated 
9,981 tenders worth Rs 15,808 crore. The range: a 
Rs 2,300-crore irrigation project and a Rs 60,000 
drain. States like West Bengal, Karnataka and Gujarat, 
among other, also have such systems in place. 

In Andhra Pradesh, land records have been com- 
puterised and anyone can access them from anywhere 
(www.ccla.ap.gov.in). Work on computerisation of land 
records began about 10 years ago and records are 
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HUMAN DEVELOPMENT INDEX 


This begs the question: is India's progress really inclusive? 





*Based on 2003 figures **Based on 2004 figures 


now available online. 
This is a huge imp- 
rovement over the earlier 
manual system as the in- 
herent transparency rem- 
oved any scope for ma- 
nipulation. *Records 
were not available for 
public viewing earlier. 
Changing that system 
has empowered the com- 
mon man, who now has 
a stake in the system and 
can suggest changes or 
challenge incorrect data,” 
says M. Padma, Joint 
Commissioner, Rural 
Development Depart- 
ment, who was earlier 
involved with the project 
Š relating to land records 
0.61 and is today focussed on 
the employment guar- 
antee scheme. 

Says Singhvi: “When- 
ever we compare India to China or other South 
American or African economies, we frequently forget 
to factor in the additional price we have to pay and 
additional costs we have to bear. An open society, a vib- 
rant democracy, a fiercely independent media and 
judiciary, the compulsion of a coalition government 
and the inherently argumentative Indian are all virtues 
to be cherished and should not be treated as vices to 
be tolerated. It may make our growth slow, but in the 
long run, it will be solid and surefooted.” Adds 
Nilotpal Basu, CPI(M) MP: “True, there have been fol- 
lies. It’s also true that our democracy hasn’t given 
everybody everything they need or everything that 
‘democracy’ promises. But then, you cannot have a 
utopian, made to order regime, which is made of 
only colour, white.” 

“Indian democracy has helped a great deal in solv- 
ing some of biggest problems, faced by the common 
man. And it is through this process that India will 
emerge as not only the world’s largest but also the 
world’s most intense democracy over the next 10-15 
years—and I have no doubt whatsoever in this regard,” 
Habibullah sums up. ไพ 

ADDITIONAL REPORTING BY RITWIK MUKHERJEE, 
E. KUMAR SHARMA, KAPIL BAJA] AND 
SHALEEN AGRAWAL 
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GUEST COLUMN 


HE OTHER DAY, I WAS ABROAD AT A CONFE- 

rence on India. Every Indian speaker was 

eloquent about the biggest accomplish- 

ment of India—democracy, and just 

stopped there. This is not an isolated in- 
cident. Almost every where I speak abroad, Indian 
politicians, bureaucrats and even many corporate 
leaders talk about democracy in India as the only ac- 
complishment that matters. They dismiss the eco- 
nomic progress of China—without a democratic 
model-—as not worthy of India’s emulation. Most of 
them even use our democracy to justify our slow eco- 
nomic progress and our poor record in human dev- 
elopment index—literacy, healthcare, nutrition—and, 
of course, in solving the problem of poverty. 

It is time we realised that there is no justification for 
such a posture—for several reasons. First of all, ob- 
taining freedom and setting up the democratic model 
of governance was the achievement of Gandhi, Nehru, 
Patel, Azad and others who sacrificed so much for 
our freedom. There is hardly any contemporary Indian 
who played a significant role in our freedom struggle. 
Secondly, Nehru and his team achieved so much dur- 
ing their term in office in creating a sound infrastruc- 
ture for economic progress. They demonstrated vi- 
sion, commitment, honesty and hard work to achieve 
tremendous progress. Unfortunately, there are very 
few leaders in our generation who have shown the met- 
tle required for such progress. Thirdly, our using 
democracy as an excuse and a liability generally im- 
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presses none. We look very defensive most of the 
times, and even apologetic sometimes in front of in- 
ternational audiences. 

Democracy is just the beginning and not the 
end, as is widely believed by the elite in India. 
Democracy is just an instrument. Let us remember 
that all developed nations are democracies. In fact, 
barring a few exceptions, most countries accelerated 
their growth after they became democracies. It is, 
now, widely accepted that compassionate capitalism 
is the most appropriate and enduring instrument for 
progress. History tells us that such capitalism flour- 
ishes only in a democracy. After all, democracy en- 
ables openness for discussion and debate, and gen- 
erally brings out the best idea. Democracies provide 
the best platform for addressing the basic needs of 
every citizen—education, healthcare and nutrition. 
Democracies create equal opportunities for every one 
to better his or her life. Democracies also avert dis- 
asters, as very well argued by the Nobel laureate 
economist, Amartya Sen. Thus, there is no reason for 
us to use democracy to justify our inaction. 

It is, then, a good question to ask why India has 
been one of the poorest performers amongst all 
democracies in the world. We are among the slowest 
performing countries in almost every area—human 
development index, performance of our universities 
or even in sports, to name just a few. Over 250 million 
people do not have access to safe drinking water. We 
have the largest illiterate population in the world, Over 
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750 million people do not have access to 
decent sanitation. Over 300 million peo- 
ple live below the poverty line, as defined 
by India herself, and not by any inter- 
national agency. A nation of 19 million 
people beat us, a nation of a billion people, 
hollow in cricket; a nation of 40 million 
people produces 30 times the number of 
patents that we produce. A nation of 5 mil- 
lion people exports twice what we do. 
We are ranked #1 in business corrup- 
tion abroad. The betting scandal in cricket 
took place only in India. I can go on and 
on. It is time we asked ourselves why our 
experiment in democracy has been such a 
painful experience for the poor. 

What is the solution to make our 
democracy succeed? The best solution 
is to minimise the role of government to 
a few essential areas and leave the rest to 
entrepreneurs, Wherever subsidies have 
to be provided in essential areas like ed- 
ucation and healthcare for the poor, it can 
be in the form of vouchers so that the 
money goes directly to the cause, and 
the middlemen do not pocket most of it. 

Second, we must control our popu- 
lation as if there is no tomorrow. 
Unfortunately, ever since Indira Gandhi 
lost election in 1977 on the nasbandi 
issue, every political party that has come 
in to power has behaved as if this is not a 
problem. In my opinion, this is the most 
important problem even before basic lit- 
eracy and healthcare. All our economic 
progress will not better the lives of our people if we do 
not solve this problem. 

Third, we must focus on the quality of leaders. The 
success of any system depends on the quality of lead- 
ers, on systems, on hard work and on discipline. 
Leaders raise the aspirations of people, lead by example 
and get things done. Systems ensure fairness, trans- 
parency and accountability in our institutions, raise the 
confidence of people and help measure progress. 
Hard work ensures that we provide the required at- 
tention to solve the problem. Discipline ensures that we 
comply with agreed principles and protocol, no mat- 
ter how tough they are. 

It is universally agreed that the quality of our po- 
litical leaders, bureaucrats and our corporate lead- 
ers, with a few notable exceptions, is at a nadir today. 


252 BUSINESS TODAY JANUARY 14 2007 


THE NEXT 15 YEARS 


SUCH A 
PAINFUL 
EXPERIENCE 

FOR THE 
POOR 





PE TH ANNIVERSARY ISSUE 


A 





On any scale of performance, we do not 
measure up to the task when bench- 
marked on a global level, even among de- 
veloping countries. Building a nation re- 
quires some smartness, lots of energy, 
enthusiasm and confidence to handle the 
most difficult problems that confront us, 
and to deal with the best in the world. 
Such qualities are available only with the 
young people who have an open mind, 
who are competent, and are willing to en- 
gage with and learn from similar people in 
the best performing countries in the 
world. Let us remember that the free- 
dom was won by leaders whose average 
age was less than 50. Today, we have 
too many people who are so old that 
they cannot even walk properly. How 
can they work 20 hours a day for the 
betterment of the country? I have also 
realised in my own case that old age re- 
sults in rigidity of mind, making me more 
and more closed to good ideas from oth- 
ers. Hence, we will have to create a rule 
that people should retire from politics at 
60. We must also limit the term of min- 
ister to a maximum of 10 years or two 
terms whichever is lower. It is worth- 
while to ban the relatives—children, sons- 
in-law and daughters-in-law, nephews 
and nieces—of a politician from contest- 
ing any election till 10 years after the 
exit from politics of that politician. 
Competence has been completely dis- 
carded in India in selecting political lead- 
ership. No other country needs competent politi- 
cians as much as we do since we have lots of problems 
and very little time to solve them. How do you meas- 
ure competency? One simple way is to look for peo- 
ple who, when out of government, can earn much 
more by legitimate means than they earn while in 
government. In other words, we need competent 
people with specific skill sets that are valued in the mar- 
ketplace. Or, these people must have been hailed as 
highly-respected people if they have been in professions 
where the salaries are low. Such people will not bec- 
ome “professional politicians”, and should enter the 
government making big sacrifice because they want to 
make a difference to the society. Today, there are very 
few such people in Indian politics. Hence, make it com- 
pulsory that any candidate, who wants to stand for 
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elections, must have been in the top 10 per cent of his 
degree class, must have put in a certain number of years 
as a professional, and must have been adjudged as a 
highly-respected performer in the top 10 per cent of his 
or her group for the previous three years at least. 
This is what Singapore does. No wonder, they get the 
best politicians in the world. 

Elections should be fought on the performance 
record of the politicians rather than on their caste aff- 
iliations.Caste affiliations have dented the value of 
merit, performance and good ethics in politics. Hence, 
ban any public mention of a politician’s caste in an elec- 
tion as well as in any public meeting. 

Another major reason for our slow progress is 
our bureaucracy with no accountability and no in- 
centive to perform. Almost all our delays in execution 
have very little to do with our political systems. It is the 
lack of attention to speed and excellence in execution 
of our bureaucracy. There is very little training, plan- 
ning and preparedness in the bureaucracy 
to handle growth. There is no linkage 
between performance and promotion in 
government. The mindset is administra- 
tive—that is maintaining status quo. It 
should become managerial, which is all 
about completing tasks on time, within 
budgeted cost, and to the satisfaction of the 
customers. The days of generalist-rev- 
enue-collector type of administrators is 
over. You need specialists who will have to 
spend all their time in one function, learn- 
ing and constantly upgrading their skills. 
They should be trained to become and act 
as managers. If there is one skill that all our 
bureaucrats must be taught immediately, 
it is project management. We have to get 
to a higher level of project performance. 
This can be done if, at the start of each 
new government, about 50 major projects 
in each department are identified with 
budgets for time, quality and cost. The sen- 
ior officers must be given a contract of five 
years in the secretarial position, based on 
yearly performance review, no matter 
which government is in power. 
Continuation of the bureaucrat every year 
must depend only on how well he or she 
has performed. It must become compul- 
sory for every TV channel and newspaper 
to publish the progress of each of the 
projects with the names of the minister and 
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senior bureaucrats. The progress must be certified by a 
citizen committee consisting of highly-respected people 
from various walks of life. The bureaucrats must have a 
small fixed salary and a large variable pay, which will de- 
pend on the progress of the projects the bureaucrat is 
handling. This is the best way to bring accountability to 
bureaucracy and politicians. The Right to Information 
Act is a wonderful instrument to bring transparency to 
government. The government must strengthen this Act 
and not allow vested interests to weaken it. 

Talking about transparency, I must say that tech- 
nology and systems must play a mandatory role in gov- 
ernance if we want to improve accountability and 
transparency. First, every activity in the government, 
including routine ones, should be designed as projects 
and project management software must be used to 
monitor the progress. Second, it is necessary to use a 
workflow software for every decision-making process. 
Such a software will ensure that every decision-mak- 
ing process is divided into steps. Each 
step can be assigned a completion time 
target and the person responsible to com- 
plete the step can be assigned. Thus, any 
delay in the progress of a project or a de- 
cision can be pinpointed to the individual 
who is sitting on the decision. Also, all the 
papers regarding that step and the pre- 
vious steps can be seen by anybody on the 
net! Thus, for every decision, there will be 
full transparency and accountability since 
the person, time taken for decision-mak- 
ing and reason for the delay will be 
known to every citizen. 

Finally, any progress requires disci- 
pline. I do not know of any developed 
country or a country which aims to be- 
come developed that has not adhered 
to strict discipline. Unfortunately, in our 
country, discipline is given least impor- 
tance. This has to change if we want our 
democracy to work. 

All these are doable. None of these is 
rocket science. However, it requires 
courage, which is the first attribute of a 
great leader. It requires a mindset that is 
ready to sacrifice personal interest and the 
interest of this generation so that our 
future generations are better off. I do 
see several people amongst us who can 
pull it off. They just have to make tough 
decisions. That is all. ai 
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FA T THE BEGINNING OF 2006, IF ANY 


f W pundit was to venture that Tata 

e ( ) | N € £ “W Steel would be willing to fork out 
j f W $10 billion for Europe's second- 

3 * largest steel maker, or that 

Ranbaxy would have concluded eight over- 

EpL os seas acquisitions in the year, his predictions 


| would have put legendary prophets like 

££ M 4 | % | Nostradamus in the shade. With India Inc 

š | having adopted a dynamic and aggressive 

ล ย |, | global mindset, prophesising what lies ahead 

| in the next 15 years can prove a hazardous 

c fh i. | E task, not because those educated guesses 

g | LAUS | might prove to be pie in the sky, but because 

T | Ë š they might pan out much earlier than exp- 

| | ` Lan ected. For instance, how many years would it 

take for an Indian auto giant to buy out a 

global car maker—two, three, five, seven...or 

will an Indian IT services outsourcer pole-vault 

in the global Big Six by 2020, or will that hap- 

pen much earlier...or will the Tata label 

become a global name in households, rubbing 

shoulders with the Apples and Googles of the 

world in 15 years or 10 (assuming the lat- 

ter two are still around then)? Hmm. 

these are tough questions to which only 

time has the answer. But that doesn't 

stop BT from putting on its soothsayer 

f hat and embarking on the risk-fraught 

ESSE exercise of looking at what lies in 

=) store for corporate India in the next 
ENS one-and-a-half decade. 
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First-generation Entrepreneurs 

will Venture Abroad 
Indian business houses will doubtless 
be flourishing in every continent—built 
either organically, or by acquisitions, or 
by buying out erstwhile partners in joint 
ventures. Emboldened by their success, first- 
generation entrepreneurs (amongst them a 
handful of management grads) will take baby steps 
abroad to start up ventures of their own. Says Subhash 


Chandra, Chairman, Zee group: *If Indians can succeed as 
entrepreneurs in India, why cannot first-generation entrepreneurs succeed abroad 
by setting up businesses there?" Chandra knows what he's talking about. In the 
late eighties, before he started Zee Tv, he saw an opportunity in laminated 
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In the next 15 years, India Inc. will 

be a name to reckon with all over 

the world—and many more foreign 
transnational giants would have 

bought their way into a still piping-hot 
domestic market. ANAND ADHIKARI & SHIVANI LATH 


tubes, for which he set up Essel Propack. Over the years, the company either built 
or bought manufacturing capacities overseas, and today 73 per cent of Essel's sales 
are coming from foreign geographies. 

A big boost for prospective entrepreneurs will come post-2012, by when the coun- 
try would hopefully have moved into a regime of full capital account convertibility. 
This would pave the way for free flow of capital to and from foreign markets. Indian 
entrepreneurs will be attracted to countries that have low-tax and low-interest 
rate structures, and the right infrastructure. For instance, today Jignesh Shah, a first- 
generation entrepreneur, has set up a commodity exchange in Dubai, in partnership 
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with the government of Dubai and the 
Dubai Multi-Commodity Centre. Shah 
sensed an opportunity in a critical time 
zone advantage between the European 
markets and the Middle East. More 
entrepreneurs will spot similar prospects 
in the years ahead. 


Made in India will be a Brand 

to Reckon with Globally 

The last few years have seen Indian com- 
panies in almost all sectors, be in steel, 
beverages, automobiles, textiles, banks or 
hotels, take bold steps to enter the global 
markets via mergers and acquisitions. 
For instance, acquisitions by the Tatas, of 
enhanced water company Glaceau and of 
hotel Ritz Carlton in the Us, as well as 
Daewoo Commercial Vehicles in Korea, 
indicate that global companies are less re- 
luctant today to sell to Indian promoters. 
Even a smaller company like GHCL has 
made inroads in the US by acquiring Dan 
River, the third largest home textiles 
maker. S. Kumars is said to be looking at 
America Pacific, another player in the 
same space. The bigger challenge now, 
however, for Indian companies is to take 
their brands into global markets, and 
sell them to foreign consumers. Mahindra 
& Mahindra (M&M), for instance, is 
attempting exactly that, by selling its 
tractors and utility vehicles in the us. 
Many more made-in-India brands will 
become acceptable in many more devel- 
oped markets in the years ahead. 


Indian BPOs will Become 

Global Powerhouses 

Indian business process outsourcing (BPO) 
companies, which made a success of 
their businesses by being low-cost centres 
for voice-based processing work for 
global companies, are waking up to the 
importance of setting up delivery and 
work centres closer to their clients’ offices 
across the globe. W ile the move, for 
now, will help them tackle the issues of 
geographic risk, process related sensi- 
tivities, timeline alignment and cultural af- 
filiation, it could, in times to come, lead 
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to the creation of global BPO companies. 
Take for instance Firstsource, which has 
delivery centres in the us and Northern 
Ireland, the Infosys BPO, which has cen- 
tres in Czech Republic and China, or 
HCL Technologies, which has offices in UK 
and Malaysia. For now, the reason for 
setting up onshore centres is predomi- 
nantly a requirement for expertise in the 
local language, but if Indian compa- 
nies can set up and run offices outside 
India, there is no reason why they can- 
not replicate the business model for 
many more companies across the globe, 
helping them set up delivery centres, 
and thus themselves become global 
companies. *Clients have realised that 
the Indian offshore centres have capa- 
bilities of process disciple and process 
improvement, which are lacking in their 
onshore operations, and they want us to 
replicate these qualities in their on- 
shore centres," said Ananda Mukherji, 
CEO and MD, Firstsource, in a recent 
interview to BT. 


Global Professionals will be all 
over Indian Companies 

Already, domestic promoters are hiring 
foreign talent, particularly in sunrise sec- 
tors. Naresh Goyal's Jet Airways has 
Austrian national Wolfgang Prock 
Schauer as its CEO. There are two more 
foreign professionals in the Jet's senior 
management team—Garry Kingshott, an 
Australian and Werner Borchert, a 
German. This trend of having global 
professionals at the helm is expected to 
accelerate in the years to come as cross- 
border acquisitions gain momentum. 
Also, an increasing number of profes- 
sionals will opt to work in a rapidly- 
growing economy like India, even as 
growth in their countries of origin slows 
down to a crawl. 

“A global CEO brings in rich experi- 
ence of various geographies, regulations 
and also a global perspective to a com- 
pany. I think cross-border exchange of 
professionals will be a big trend," be- 
lieves Jignesh Shah, Chairman & 





Managing Director, Financial Technologies (India). Shah has roped in 
Lamon Rutten, a former UNCTAD professional, as a joint managing director. 


Core Competence will be Back in Fashion 

If India Inc has to make a mark on the global stage, it needs to build size, 
and scale. And one way of doing it is to stick very close to the knitting. For 
instance, Tata Steel, with its bid for Corus, has amply displayed its ambi- 
tions to be a sizeable force in global steel. This will call for many more ac- 
quisitions if it has to enter the elite global league of five or 10 (currently 
it is ranked at 56th in the world). To raise funds for such a consolidation 
spree, the Tatas may have to exit lesser core sectors. “In a globalised mar- 
ket, core competence has to be there. I see core competence coming full 
circle for Indian companies,” says $. Mukherji, MD, ICICI Securities. 


Hostile Takeovers will Increase 

In most core sectors in the country, there are just too many players with 

bit capacities. What's needed is consolidation, and even mergers of some 

big players, in sectors like pharma, steel and textiles, to name just three. 

“Consolidation is inevitable in the Indian marketplace. I expect both 

friendly and hostile takeovers in the next 10-15 years," says V.N. Dhoot, 
Chairman, Videocon Industries. Mounting many of 


India Inc Steps Out 


Tata Tea's acquisition of UK-based Tetley accelerated the overseas 
acquisition trend in early 2000. Soon after Reliance took over Flag Telecom, 
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How corporate India 
has evolved since 
Independence 


Technical 
Collaborations 


As the country started its 
industrialisation journey, 
Indian companies entered 
into technical collaboration to 
manufacture goods in India. 


Joint Ventures 
Abroad 


K.K. Birla Group company 
was the first to explore inter- 
national geographies via joint 
ventures way back in the mid- 
sixties followed by JVs from 
Thapars, Tata, Singhania, 
Mafatlals etc. 


Joint Ventures 
In India 


Maruti Suzuki's joint venture in 
the early 80s accelerated the 
pace of big JVs in India. 
Another big one was Hero 
Honda Motors. A few JVs did- 
n't last too long. Eg: Mahindra- 
Ford, and Mercedes-Tata. 
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Overseas Borrowing/ 
GDR/ADR 


As the government allowed 
companies to raise money 

via global depository and 
American depository receipts, 
big companies like ICICI Bank, 
HDFC Bank and VSNL got 
listed on the global bourses. 


Source: BT Research 











those bids will be global giants vying for a piece of 
the India action. And with priv: ate equity and foreign 
institutional investors owning chunks of equity in 
Indian majors, promoters will find it difficult to 
hold on to the reins. 


Rural India will be a Significant 
Contributor to India Inc.’s Revenues 

A market of 1.1 billion consumers is how everyone 
likes to look at India. Few remember that of this 
number 750 million people live in nearly 6,00,000 
villages. The attraction of these markets is about their 
future potential. According to a recent AC Nielsen 
study, in 2005, the country’s 6 lakh villages ac- 
counted for 30 per cent of total FMCG consumption, 
while the top 35 towns accounted for 29 per cent of 
consumption. The math for now is clear: The 30 per 
cent is accounted for by 750 million people, while 
the 29 per cent is accounted for by the 110 million 
living in the towns. To grow their revenues, 


Transformation of the mobile 

In 1995, when mobile services were introduced in 
India, it was a luxury. But today, it has evolved into 
a necessity, thanks to cost-effectivness 
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...THE PICTURE 
BY 2010... 


What's likely in store in the shorter term? 








Global professionals will L W 
be at the helm of affairs 
of Indian multinationals 
HOW IT WILL PLAY OUT: Jet 
Airways, MCX and Indian 
Hotels already have foreign professionals 
at the top and this trend will only 
accelerate as Indian companies go global. 



















Made in India will be a brand to 
reckon with globally 

HOW IT WILL PLAY OUT: Indian companies 
across sectors—steel, automobiles, textile, 
beverages, hotels—entering the global market 
via the inorganic route will create and 
establish the Made-in-India brand. 






















India's big business houses will be 
aggressive players in the retail sector 
HOW IT WILL PLAY OUT: The Bhartis, Reliance 
and the Tatas have already jumped into the 
retail fray. Those that are said to be coming 
include the A.V. Birla group, the Hero group 
and Ranbaxy. A few won't last the long haul. 















Telecom service providers will reap 
the benefits of the transformation 
of the mobile from being just a 
phone to a PC 

HOW IT WILL PLAY OUT: The mobile will no 
more be just about making calls and sending 
text messages—it will be about music, pho- 
tos, multimedia, surfing, even paying bills. 
The service operators are the ones 

who will rake in the benefits. 
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companies will look to bridge this gap in the years to 
come, creating a win-win situation for all. 


The Mobile will be More than Just a Phone 


When mobile services were introduced in India in 
1995, it was a luxury. From then, to 11 years later 
today, the mobile phone has evolved into a necessity. 
The reason for this, besides increasing players and thus 
reduced costs, is the fact that the mobile is slowly but 
surely morphing into a multi-purpose service provider 
like the internet, which allows you to not only make 
phone calls and send the traditional text messages, but 
also send multimedia messages, listen to the radio 
and music, click photographs, surf the net, make 
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payments, and soon perhaps watch Tv. The biggest 
beneficiaries of this trend will be service providers such 
as Airtel, Hutch, Idea, and Reliance, who are raking in 
significant portions of their revenues (35-40 per cent) 
from value-added services. 


One-Stop Financial Supermarkets will Emerge 
India has large number of small, low-capitalised 
financial services companies. And as the RBI reviews 
the M&A guidelines for foreign banks in December 
2008, the Indian banking space is set to see big 
mergers. Citibank already has little over 10 per cent 
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...AND THE 
2020 STORY 


What lies at the end of 15 years? 


MAJOR TREND. 
India Inc as we know 
it today would have consolidated 


dramatically domestically 
HOW IT WILL PLAY OUT: The Indian market is 
quite fragmented with small-size players 
in virtually every sector. In order to 
achieve world-class scale, there will be a 
series of big acquisitions (not all of them 
friendly) involving the top 100 companies 
in terms of market capitalisation. 


MAJOR TREND: 
Indian BPOs will become global 
companies 

HOW IT WILL PLAY OUT: Indian BPO players 
are today setting up onshore delivery cen- 
tres for their clients. As they expand their 
B trancforn this could, in the years to come, 
transform them into global companies. 























Rural India will be a significant 
contributor to India Inc's revenues 
HOW IT WILL PLAY OUT: A market of 1.1 
billion people, of which 750 million live in 
6 lakh villages. Does India Inc have a 
choice but to tap this market? 


in HDFC Ltd which has stake in HDFC Bank, HDFC 


Standard Life and HDFC Chubb. Temasek of 
Singapore, too, has around 7.42 per cent in ICICI Bank 
where the public holding is far lower than the private 
equity player. Market observers believe India will 
have few big large financial conglomerate like spi, ICICI 
Bank, HDFC Group along with one or two large 
merged entities formed via PSU mergers, offering 
banking, broking, insurance, mutual fund and other 
advisory services under one roof. 8 
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NDIA [5 IN THE MIDST OF A GREAT TRANSFORMA- 
tion, almost epochal in scope. The diffidence, 
complexes and hesitancy of the past are being 
shed, and, I daresay, a new-found sense of con- 
fidence seems to be taking root. Two decades 

ago our economy was insular, cut off from the rest of 
the world. Today, we have grabbed the world’s at- 
tention and imagination. Every major global corpo- 
ration—be it IBM, GM, GE, Siemens, Microsoft or 
Honda—gives highest priority to its India strategy. For 
global portfolio managers, India has become a distinct 
asset class—we now have capital flows from regions 
such as Korea and Japan, the Scandinavian countries 
and West Asia, in addition to the traditional institu- 
tional investors from the ป ร and Europe. Indian busi- 
ness has carved out a niche in the world economy. And 
this can only grow in stature and significance. 

We were fortunate to have sensed the shifts in 
the global tides and the beginning of a new and open 
world, and began changing our mindsets and atti- 
tudes to be able to capitalise on the new opportunities. 
India’s staggering potential and the richness of its en- 
dowments—be it by way of its people, its culture, its 
accomplishments, its democracy, its religions, its 
diversity—are now grasped by a world that not too 
long ago gave it just a passing glance, and mistook the 
diversity and the size of our population as drawbacks. 

Many deserve credit for getting India back in the 
stream of global consciousness. We have been fortunate 
to have had a political system that has supported the 
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bold steps required to change and reform. Successive 
governments have maintained the continuity and con- 
sistency of policy. 

Many of today’s large businesses were born after 
1991, and their success is testimony to the catalytic role 
that reforms have played. While this is not the place to 
provide a comprehensive summary of all that has 
been achieved in these past 15 years, it is appropriate 
to reiterate certain quantum and impressive changes. 
An outward looking India’s trade to GDP ratio is close 
to 40 per cent today, thrice as much as what it was 15 
years ago. Our foreign exchange stock, which triggered 
reforms in the first place, is among the five highest in 
the world. There is even talk of Indian currency be- 
coming a reserve currency for a few nations. Indians 
have gotten used to the strengthening of the rupee 
against international currencies, an unprecedented 
phenomenon since India’s independence. Whether 
it is trade, finance and banking or across industries, 
there is a sea change in the operating environment, in 
outlook, in optimism and in the mindsets. Of course, 
India wasn’t the only country undergoing change. 
The whole world changed dramatically, too. Appar- 
ently, the idea of globalisation is now entrenched 
and cuts across all political lines and most countries. 

Today, we are the fourth largest economy in the 
world in purchasing power parity, the third largest in 
Asia and the second largest among the emerging 
nations. India is its people. The contributions made by 
our engineers, scientists, and doctors are legion. So, are 
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the achievements of the Indian diaspora, 
whose footprints—and imprint—cut 
across every country and in every field. A 
number of Indians are at the top of lead- 
ing global corporations—at McKinsey, 
Citibank, Pepsi, Vodaphone, to name 
just a few. They are more than propor- 
tionately represented in leading research 
laboratories and university faculties in 
the developed countries. The world, it 
would seem, is rediscovering India where 
Columbus left off. 

That said, our global success far tran- 
scends Indians as individuals. If I have to 
put my finger on one of the key drivers of 
India’s emergence as a global player, it 
would undoubtedly be the entrepre- 
neurship displayed by Indian corporates. 
It has been nothing short of breathtaking, 
in the way they have risen to the challenge 
of fierce global competition and limited 
resources. Our technological creativity 
is well recognised. In areas such as in- 
formation technology, pharmaceuticals 
and auto ancillaries, we have developed 
formidable competencies and competitive 
advantages, which have catapulted us 
into a position of global leadership. 

We are well on the path of replicating 
that success in a number of other sec- 
tors—metals and textiles, for instance. 
Whereas, some years ago, Indian com- 
panies may have sensed the threat of be- 
ing acquisition targets, today it is often the reverse— 
it is Indian companies that are starting on an acquisi- 
tion spree of units overseas. In certain new-age busi- 
nesses—BPO and KPO, for instance—Indian compa- 
nies have been pioneers in changing the way corpo- 
rations abroad operate. 

In its report on “The New Global Challengers 
(2006)”, the Boston Consulting Group surveyed a 
sample of hundred leading companies from Rapidly 
Developing Economies. Of these, 21 companies belong 
to India, representing a broad spectrum of industries 
from services to manufacturing, from auto-ancillar- 
ies to pharmaceuticals, from IT to oil and gas, from en- 
gineering services to metals, and to foods and beverages. 
Leaders on their home turf, these companies realise that 
to grow further, create value and sustain long-term com- 
petitiveness, the world must be their oyster. 

Quite a few Indian business groups have made a 
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mark globally. Bharat Forge is the world’s 
second largest forging company. Ranbaxy 
is among the top 10 generic pharma- 
ceutical global players. Wipro is the 
world’s largest third party engineering 
services company. Suzlon ranks among 
the top three non-conventional energy 
business world over. Infosys is an excel- 
lent brand. Our public sector compa- 
nies, such as ONGC, have adopted a novel 
outward looking strategy to ensure energy 
security, which entails establishing as- 
sets in foreign lands. Our private sector 
too is not left behind, as it aggressively 
pursues acquisitions abroad. India now 
has many of the building blocks in place 
that can accelerate its push to transform 
itself into a global force of amazing mag- 
nitude in the next 15 years. 

As for the Aditya Birla Group, we 
take pride in the fact of our being the first 
truly Indian multinational. Shackled by 
the Licence Raj, when my father looked 
beyond the shores of the country over 
three-and-a-half decades ago, it was truly 
visionary. Now, when we make invest- 
ments overseas, it is born out of today’s 
compulsions. It is driven by our vision of 
being “A premium global conglomerate 
with a clear focus on each business”. 

Hence in the last 10 years, our global 
presence has moved far beyond South 
East Asia. Besides South East Asia, today 
we have operations in Egypt, China, Canada, Australia, 
Us, UK, Germany and Hungary. In each of the sectors 
in which we operate, we enjoy a leadership position at 
home and globally. For example, our group is on 
top of the league in viscose staple fibre, is among the 
top four in carbon black, the 11th largest in cement and 
among the top 10 BPO companies in North America. By 
the turn of this decade, our group would catapult to the 
top 10 non-ferrous metals company in the world as 
well. Of our $10-billion turnover, the contribution of 
our overseas business stands at a very healthy 24 per 
cent. Nearly 20,000 of our group's 82,000 employees 
are drawn from 20 foreign nationalities. 

To capitalise on our strengths and capabilities, 
we have scaled up our ambitions exponentially. We 
have set our sight on entering the League of the 
Fortune 500 by 2010. Even as our structure may not 
see us named in the Fortune 500, we would be there 
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in terms of revenues, profitability and market capi- 
talisation. We will achieve this sustainable growth 
along with our commitment to our values, global 
customer excellence, and our people and community. 

In the years ahead, the criticality of the human 
element, which is almost universal in today’s busi- 
ness, will be even more pronounced. Undeniably, 
what sparks and sustains the success of an enterprise is 
its people. No two ways about it. The ascendancy 
of the human element will grow with the times. 

The global world increasingly will be a tougher 
place—full of churn, uncertainty, change—sometimes 
gradual, but often exponential and perhaps even rev- 
olutionary on every front. In this kind of a milieu, one 
looks for leadership that is alchemical. The enter- 
prise over the next 15 years may be paradoxical. 
Characterised by consistency and constant change, 
centralisation and de-centralisation, control and em- 
powerment, mavericks and others moving side by 
side. The era of the generalists will give 
way to specialists. The lines between busi- 
ness and government enterprises may be- 
come blurred as leadership exchanges be- 
tween the two become a regular feature. 

Forging public-private partnerships 
will transcend the concept as currently 
comprehended. A whole new movement 
may surface, wherein government officials 
take up jobs in industry and business- 
men and professionals ascend to leader- 
ship positions in roles that have hitherto 
been the domain of bureaucrats. Both 
will be professionally-run outfits. 

As Indian corporates enlarge their 
global footprint, that many Indian busi- 
ness houses will be led by expatriates, 
should come as no surprise. The writ- 
ing on the wall is clear. This is a trend that 
we are witnessing in the new-age busi- 
nesses such as hospitality, retail and en- 
tertainment. Given blurring boundaries, 
we can expect their tribe to multiply. 

The composition of the board of di- 
rectors in a company would alter signifi- 
cantly to reflect their customer composi- 
tion. So, if 20 per cent of a company’s 
customers are homed in the Us, the board 
would be aligned accordingly, albeit to re- 
flect the internationalism of the com- 
pany. Importantly, more and more em- 
ployees will be equity holders. They will 








use this leeway to challenge management decisions 
instead of the internal platform or the labour union. 
To create an MNC workforce, Indian corporates 
would proactively recruit talent in large numbers 
from foreign universities. A multi-cultural, diverse 
workforce would be reckoned as a positive plus, 
bringing as they do new and different perspectives to 
the table. As a matter of fact, the Indian employer 
brand—which today is not much of a pull globally— 
would become attractive and a force to reckon with. 
Even as this happens, Indian talent will continue 
to be highly valued and will straddle nations with the 
ease of a trapeze artist. And ironically some of our 
finest talent will be perched outside of the homeland. 
I believe their priorities in life would be very different. 
They will work for a time, earn a lot of money and 
then decide to opt for something different. Such as, 
take a sabbatical, be with nature, join an NGO or 
climb the Himalayas. After a while, they may want to 
come back to the organisation. And they 
need to be welcomed. : 
Furthermore, our successful diaspora 
will not only generate greater entrepre- 
neurial activity here, they will want to 
ensure that the benefits of capitalism 
reach beyond the middle class. Our pro- 
fessionals in India too would be simi- 
larly inclined, having attained riches at a 
relatively young age. Like some of us, 
they would strongly believe that wealth 
creation is a noble pursuit and that wealth 
can be best enhanced and made enduring 
by sharing it. Fifteen years down the 
line, perhaps even earlier, will emerge 
a new way of doing business, a new 
ethos—what | would term as “compas- 
sionate capitalism'. In 2020, if we go 
into a retrospective mode, we must feel 
and act on a new ethos of generosity 
characterised by a willingness to build a 
society that works for everyone. The 
inequities then in our nation, the have- 
nots would become a relic of the past. 
[n sum, today we stand on the cusp of 
a new and near global India. An India that 
is becoming increasingly modern, but 
whose contemporariness stands on the 
foundation of values that have stood the 
test of time. India Inc. has the confi- 
dence and the capability to dream auda- 
ciously and make the dream come true. 8i 
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Morgan Industries Ltd., is a Rs. 50 crore plus Chennai based company engaged in the manufacture of 
adhesive based products and polyolefin films. Our brand p is one of the leaders in its segment. 
We are now embarking on a project to manufacture PVC calendered film, the first of its kind in Tamil 
Nadu. The equipment is German and the capacity is 9000-10000 MT / annum. For the above business 

| division we require a 


STRATEGIC BUSINESS HEAD 


responsible for Product Identification, Production Planning, Production, Market Development and 
Sales. The Manufacturing Head and the Sales Head will report to this Business Head. 












You should be 40-45 years of age with engineering, marketing and managerial experience. You should be 
capable of creating your own team — motivating and leading them to higher levels of performance. 
Experience in the relevant industry will be an added advantage. 







Project implementation has already commenced and is expected to be over by June 2007. You will have 
the opportunity to handpick your own team. You will be responsible for creating a business plan and | 
also implementing it from day one. 






| 








Do email your resumé (with SBH PVC Film as subject line) indicating all salient points including salary 
drawn and expected to: email@morganind.com 









| 
Morgan Industries Limited 
109, Mahatma Gandhi Road 


MORGAN Chennai - 600 034, India 
| en" lH Ph: 2823 6060 Fax: 2827 2277 
——— www.morganind.com 
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Music that unveils the beauty of the desert 
as haunting folk melodies on sarangi combine 
with world Music in Kamal Sabrits Dance of 
the Desert! 


Tracks include: 


1. Dance of the Descr+ 
2. Folk Tale (Nimbuda) 
3. Mand - The Desert Ballad 
แล Caravan'ts Cruise 
5. The Mirage 
6. Earth Song 
7- Gypsy's Song (Banjaran) 
8. Guru 


Buy the album on www-music-today.com 
Please mail all your queries to clvis.aruldas@intoday.com 
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At Google, one of our goals is to create the most 
inspiring - and fun - work environment on the planet. 
We're looking for exceptional folks to take charge of the 
high-performing teams in our. sales and. operations 
centers, 


Online Sales and Operations Manager 


You will play a pivotal role in. developing and 
implementing best practices for client interaction and 
services for AdWords - our online advertising program - 
and other revenue generating Google products. You will 
need outstanding decision-making and strategy 
development skills, extraordinary judgment and 
flexibility. The position will be based in Hyderabad and 
Gurgaon. 


Requirements: Degree from a ' lb dad 
university. An MBA from a premier B- -School will have an 





solutions. A world of excitement. 


edge. 8-12 years of experience in operations or client = 
service. in an American or European - multinational. 


company. Above average written and spoken: English | 
and strong computer application skills. 


Visit http://www,google.co, in/support /ióbs/bin- é 
answer.py?answer=37259 or http;//www.google.co.in/ ` 








support/jobs/bin/answer. py?answer=46660 for r. . .. X 


information on the position and to apply online. 
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oor infrastructure is and has always been India’s Achilles 

heel. But the government and its people have had enough 

and everyone has now woken up to the woes of India’s 
poor infrastructure. It is also the area that is receiving the most 
attention from policy-makers and one that offers significant 
Opportunities to private investors, both domestic and foreign. 
Failure to get infrastructure right, whether it is new ports, rural 
roads, power plants or mass transit systems, will cost the country 
almost any hope of fulfilling its other goals. 

Any visitor to India is immediately struck by how far the 
country's infrastructure lags in Asia. If one compares India's 
infrastructure against China, then except for telecom, most 
infrastructure services in India are between 50 and 100 per cent 
more expensive than in China. But when you come to think of it, 
it is probably true that the worst phase of India's infrastructure 
problem (communications, transport, power) is over. In the case 
of even the most intractable problem (power), the solutions are 
more or less in place and the results have begun to show. 

Little wonder why, in the past two years, 
private equity investors have 
begun showing a keen interest in 
infrastructure (mainly 
construction) companies, a 
number of mutual funds also 
jumped on to this booming 
bandwagon, investing a chunk of 
their assets in the sector. India's 
realty mart is on a high growth 
path with a market size of about 
$15 
growing at a pace of about 30 per 


billion and currently 
cent annually. The real estate 
market is projected to touch $50 
billion by the year 2008. Besides 
FDI that 


turned sick a few years ago and 


inflow, corporates 


sitting on large tracts of land are 
back with 
renewed vigour on seeing the 


now bouncing 


real estate prices reaching 


dizzying heights. "Mutual funds, 





especially in the infrastructure sector, will grow at a furious pace. 
The only lacking is the government should make provision for 
cheque writing that can alleviate the need for banks," 
Mr. V P Chaturvedi, MD, Tata Asset Management Ltd. 

Though the government has reduced the area for development 


as said by 


of townships from 100 acres to 25 acres, entry norms at state level 
are still saddled with hiccups like unclear land titles, reluctance to 
introduce single window clearance, and lack of support to speed 
up infrastructure development. There is no denying that the 
growing demand calls for more townships to decongest the city 
and accommodate housing demand in major cities across the 
country. 

An annualised revenue growth of 30-40 per cent over the past 
three years and an average order size of three-four times the 
revenues also seem to justify this newfound enthusiasm. Such 
issues as the business mix, equipment strategy and asset 
maintenance/ownership (build-own-operate-transfer) strategy of 

various companies are studied for the 
pointers they might offer for 
investment decisions. 

Do these 
indicate that this 


factors 
is a 
sector to be bought 
outright? Opinions 
among infrastructure 
experts suggest that while 
the sector will, no doubt, 
receive continued fillip 
from infrastructure 
spending in the country, a 
stock-specific rather than 
a sector approach is the 
right route to superior 
the 
term. Let's examine at the 
that 


distinguish 


returns over long 


factors not only 
some 
companies from the rest, 
but 


pointers to identify the 


may also act as 


better ones in the basket. 
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Order-book composition 


Urban India today, faces serious challenges of growth and its 
management, Across geographies, the issues of urbanization 
manifest in the form of overcrowding, congestion, insufficient 
infrastructure, inadequate service provisioning-mainly in terms 
of drinking water, sanitation, energy, transport, solid waste 
management, environmental degradation, and pollution, etc. 
These, along with the poor management of rapid growth, affect 
the socio-economic development of the country. 

That's the reason why when there's an announcement that an 
infrastructure firm has bagged new orders often sends such 
positive signals that the market welcomes it with a 2-4 per cent 
increase in the company's stock price. The order composition, 
the gestation period and the terms of the project are some aspects 
that need to be factored in before drawing an immediate 
conclusion on the earnings expectation from the new order. 

Most orders in the basic infrastructure of the country are 
typically executed over 18 to 36 months, provided regulatory 
and financial issues are sorted out. Projects in the hydropower 
space may have even longer gestation periods. 

The road transport sector in India has expanded manifold in 
fifty years after independence, both in terms of spread and 
capacity. The growth in the importance of road transport within 
the transport sector is borne out by its growing share in GDP. 
The share of road transport in GDP is presently 3.6996 which 
accounts for a major share of all transport modes which 
contribute 5.5% to GDP and handles more than 60 percent of the 
freight and more than 80 percent of the passenger traffic in 
India. The last link in the chain is rural roads. The access to 
villages within a district or between different districts is 
provided by Other District Roads (ODRs) and Village Roads 
(VRs). These roads also meet the social needs of the villagers 
and are also a means for transportation of agriculture produce 
from the villages to nearby markets. Rural connectivity is a key 
component of rural development and contributes significantly to 
generating higher agricultural incomes and productive 
employment opportunities besides promoting access to 
economic and social services. Studies show that rural roads have 
a significant impact on poverty reduction as well. 

Valuations need to be tempered for such long-gestation 
projects, as the risk of uncertainty is high. Similarly, a BOT 
(build-operate-transfer) toll-road project may need to be 
discounted as it is a high-risk, high-return proposition compared 
to an annuity-based contract, where revenue flow is assured. 

In terms of power, another core sector infrastructure, the 
government has been trying to increase availability of electricity. 
And one of the reason why India has adopted a blend of thermal, 
hydel and nuclear sources, so that it can avail of quicker 
generation. Out of these, coal based thermal power plants and in 
some regions, hydro power plants have been the mainstay of 
electricity generation. Oil, natural gas and nuclear power 

















































accounts for a smaller proportion. Of late, emphasis is also being 
laid on non-conventional energy sources i.e. solar, wind and 
tidal. 


Margins 


One must realise that not all profit is profit. The operating 
and net margins are different across various business segments 
as a result of the complexities and competition in various 
verticals. At present oil and gas pipelines, hydropower and 
nuclear power projects enjoy relatively high operating profit 
margins (OPM), in the 10-24 per cent range, with few players. 
In contrast, road projects (other than BOT), at 6-8 per 
cent OPM, yield the lowest. xr -— RS G 


Hence, volumes are the key to driving earnings 
for companies that predominantly operate in the road business. 

A broad-based portfolio, such as roads, irrigation and power, 
appears to support faster growth. Companies such as IVRCL 
Infrastructures and Nagarjuna Construction rapidly diversified 
from their stronghold in water projects to roads, power 
(IVRCL), hydropower 
(Nagarjuna) and, recently, real-estate. The Table on revenue and 
profit growth shows that these companies have grown at a 


transmission and distribution 


scorching pace compared to those with less diversified 
businesses such as Jaiprakash Associates and Patel Engineering. 


Execution capabilities 


Large companies of a larger size and fewer orders may face 
less execution risks. Hindustan Construction, for example, has 
only about 30 orders on hand with the average size at Rs 300 
crore. This indicates that the company's resources are dedicated 
to fewer projects at a time, thus reducing the probability of 
errors and time over-runs. 

Smaller players, such as Valecha Engineering or Era 
Constructions, are, however, likely to bid for a good number of 
small-size projects to drive up volumes. This can lead to higher 
execution risks than biz; er players with better resources, such as 
L&T are prone to. Ex wmal factors can, however, cause 
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Fund Performance as on November 30, 2006 
NAV (Growth option Rs. 28.18) 
Performance comparison with Benchmark Index 


Compounded Annualised Returns NAV | BSE 100 


Past performance may or may not be sustained in the future. 
* Launch date: March 9th 2004 






Toll Free No.: 1800 22 1230. SMS: ‘INFRA to 676756. 


You can also invest through ATMs of UTI Bank 

















UTI Infrastructure Fund follows a top down approach keeping in mind the economic 

scenario. The fund endeavors to pick sectors, which are expected to perform better = 

and select fundamentally strong companies in those sectors. The fund's performance 

CU UU | is highly linked with the overall economic growth of the country as the sectors in which | UT! Mutua! Fund 
the fund invests are directly linked to the GDP growth of India. Let s plan to get rich 


Invest through 








Investment Objective: An open-ended equity fund with the objective to provide capital appreciation through investing in the stocks of the companies engaged in the sectors like Metais, Building 
materials, oil and gas, power, chemicals, engineering etc. The fund will invest in the stocks of the companies which form part of Infrastructure Industries. Load Structure: Investment Value < Rs.2 
crores; Entry Load: 2.25%, Exit Load: Nil. > = Rs. 2 crores; Entry Load: Nil, Exit Load: Nil. Load Structure for SIP applications : Entry Load : NIL. Exit Load : 2.25% if exited within 2 years from 
the date of each instalment. Registered Office : UTI Tower, 'Gn' Block, Bandra Kurla Complex, Bandra (E), Mumbai 400051. Phone: 022 - 66786666. Statutory Details: UTI Mutual Fund has 
been set up as a trust under the Indian Trust Act, 1882. Sponsors: State Bank of India, Punjab National Bank, Bank of Baroda and Life Insurance Corporation of India (liability of sponsors limited 
to Rs.10,000/-). Trustee: UTI Trustee Co.(P) Ltd. (Incorporated under the Companies Act, 1956). Investment Manager: UTI Asset Management Co. (P) Ltd. (Incorporated under the Companies 
Act, 1956). Risk Factors: All investments in mutual funds and securities are subject to market risks and the NAV of the funds may go up and down depending upon the factors and forces affecting 
the securities markets. There can be no assurance that the scheme objectives will be achieved. Past performance of the Sponsors/Mutual Fund/Scheme(s)/AMC is not necessarily indicative of 
future results. UTI Infrastructure Fund is only the name of the scheme of UTI Mutual Fund and does not in any manner indicate the quality of the scheme; its future prospects and returns 

Realization of all the assurances and promises made, if any, are subject to the laws of the land as they exist at any relevant point of time. The scheme is subject to risks relating to Credit, Interest 
Rates, Liquidity, Securities Lending and investment in Overseas Markets, Trading in debt and equity derivatives (the scheme specific risk could be Credit, Interest Rates, llliquidity, Judgemental 
Error, Interest Rate Swaps and Forward Rate Agreements). Please contact the nearest UTI MF branch, Chief Representative or Agent for copy of Key Information Memorandum cum Application 
Form and Offer Document. Please read the Offer Document before investing. 
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execution delays even in bigger companies. Hindustan 
Construction's Bandra-Worli Sea Link project was dogged by 
delays and consequent cost overruns due to changes in project 


specifications. 


strategy 


Global construction giants have already entered into 
strategic partnership in select cities for township development. 
There are still impediments at the state level with regard to 
zoning regulations, absence of single window clearance, rigid 
floor space index rules and prolonged delay in giving planning 
permission. Infrastructure is yet another major hurdle in cities 
like Bangalore, Hyderabad, Lucknow, Delhi, Mumbai and 
Chennai where unprecedented growth is being witnessed in 
real estate development. 

Lower interest rates, easy availability of housing finance, 
escalating salaries and job prospects have been lending 
buoyancy to the residential sector. The net yields (after 
accounting for all outgoings) on residential property are 
currently at 4-6 per cent per annum. However, these 
investments have benefited from the improving residential 
capital values. As such, investors can count on potential capital 
gains to improve their overall returns. Capital values in the 
residential sector have risen by about 25-40 per cent per annum 


in the last 15-18 months. 





With increasing order-book, leasing of equipment often 


cuts into the margins of companies. The ability of companies 
that take up an increasing number of projects to go for own 
equipment would depend on their financial sourcing. This is 
also likely to reflect in superior return on equity (RoE) over a 
period. Companies such as Larsen & Toubro have consistently 
exhibited superior RoE, despite relatively lower margins, 


through optimum utilisation of resources. 

















Funding 
Growth 










Growth. It is the badge of 
success. A visible, vibrant 
symbol of life. Growth is 
the outcome when plans 
transcend paper and when 
energy and enterprise are 
canalized into productive 
gain. 


In L&T Finance, you have 
an organization with an 
insight into the dynamics of 
growth. We are committed 
to nurturing, sustaining... 
and most importantly, 
participating in the 
adventure of growth. 


^N L&T FINANCE LIMITED 


corporatefinance@ltfinance.com 


Clarity 
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Playing a lead role in building 


the nation's infrastructure. 


Project Finance 


TATA 


Tata Power Company 
Limited 


Private Power 
Utility Financing 


Rs. 450 crore 


gne 


< 
IDFC 


Equity Investment 


GTL Infrastructure 
Limited 


Passivo Telecom 
infrastructure Company 


Rs. 16 crore 
AS 
IDFC 


Debt Syndication 


L & T Western Andhra 
Tollways Limited 


4 Lane Toll National Highway 


Lead Arranger 
Rs. 272 crore 


que 


v 
IDFC 


Advisory 


IMC Limited 


Transaction and Financial 
Advisory Services for ง 
Pipeline Project 


F 
IDFC 





MVR Infrastructure and 
Tollways Private Limited 


Public Private Partnership 
Toll Road Project 


Rs. 207 crore 


aue 


df 
IDF 


as 
tice 


HealthCare Global 
Enterprises Limited 


Leading Oncology Hospital 
Network in South india 


Rs. 50 crore 


+ 
LD ER 


SANMAR 
Chemplast Sanmar 
Limited 


50MW Captive Power Plant 


Lead Arranger 


Rs. 180 crore 
ques 


4 
IDFC 


'uddalore Power Company 
Limited | 


Financial Modelling, 
Negotiation & 
Execution Assistance 


E 
IDF 


Wire & Wireless india 


Limited (ZEE Group) 


Triple Play Services 
on Cable TV 


Rs. 50 crore 
E od 


4A 
IDFC 


Ashoka Buildcon 
Limited 


Development of BOT 
Toll Roads 


Rs. 100 crore 


e 


< 
ID FC 


Kumarpalayam Tollways 
Limited 


4 Lane Toll National Highway 


Lead Arranger 


Rs. 339 crore 
qe 


A8 
IDF 


Q aawwoN 


ธั เก ค อ พ ท า ที ล — 


CLP Power India & 


Gammon infrastructure | 


Projects Limited — 


Pre-Bid Financial Advisory 
Services for a Transmission 
Project 


que 


A8 
IDF 


www idfc.com 
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Emmar Hills Townships 
Private Limited 


Township Development 


Rs. 55 crore 
oe 


Hp 
IDFC 





International Recreation 
Parks Private Limited 


Urban Development 
Project 


Rs. 100 crore 


me 
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Western UP Tollways 
Limited 


4 Lane Toll National Highway 


Lead Arranger 


Rs. 385 crore 
we 


AL 
IDFC 


The World Bank 


Study on Institutional, 
Regulatory, Policy & Financing 
Framework for Port Sector 

em tH 
A8 
IDFC 








IDFC 


Think Infrastructure. Think IDFC. 
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Emerging India Series : An Impact Feature 


The build-operate-transfer strategy appears to be the way 
forward, especially for the transportation sector. This has led to 
a number of players moving from core contracting business to 
developers who build, maintain and also own the roads, in some 
cases, and bear revenue risk. BOT projects require skill-sets 
such as assessing traffic risk (for toll-based projects) and 
committing capital, as opposed to just construction skills in a 
pure contracting business. 


Commercial property scenario 


With more varied businesses setting up offices in India, 
there has been a fever pitch demand for land and offices aka real 
estate. The increase in demand from the IT / ITES and BPO 
sector has led to approximately 20-40% increase in capital 
values for office space in the last 12-15 months across major 
metros. It has been estimated that IT sector alone requires over 
66 million sq ft commercial space in the next five years. Grade- 
A office property net yields have come down from 12-14 per 
cent in 2003 and currently average around 10.5-11 per cent per 
annum. The fall in yields has resulted from decreasing interest 
rates and increasing appetite from investors. This has in turn 


resulted from abundant liquidity options available coupled with 





the acceptability of real estate as an conventional class of asset. 

The fastest growth was recorded in cities like Delhi (28.6 per 
cent per annum), Hyderabad (24 per cent) and Kolkata (23 per 
cent). At the bottom of the pile are Chennai (5.8 per cent), Jaipur 
(6 per cent) and Goa (12.4 per cent). The survey projects the 
future growth in 10 cities. The IT and ITES sector continues to be 
instrumental in driving the real estate growth. On an average, 
commercial property prices rose by 15.5 per cent during last year, 
lagging the residential property market by 8.8 percentage points. 


All this proves that the Indian infrastructure sector has no 
looking back. The sector has been growing leaps and bounds and 
at this rate it will definitely outstrip prices of those of the 
costliest cities of the world. 


Promotions 


The Canopy Group in Bangalore is a professionally managed 
property development firm with proven project management 
expertise in creating comprehensive, integrated solutions for 
residential and commercial projects. With a track record spanning 
ten years, it has to its credit, several distinctive residential 
properties that are home to families from Bangalore's most 
reputed corporate firms, multinationals and government bodies. 
Ongoing and forthcoming projects include more such residential 
complexes, commercial buildings, hotels and resorts not just in 
Bangalore but in Hyderabad, Mumbai, and Cochin as well. 

The Canopy Group takes its commitment to customers 
beyond merely building properties. To ensure that the properties 
command optimum value at all times, the Group offers 
maintenance services for all its projects. A specialized wing of 
the Group, Canopy Property Management Services - provides a 
single window contact point for requirements like security, 
maintenance and housekeeping. 

The 


oriented mission statement is an 


cogent customer 
indication of its direction and 
intent: "To conceptualize and 
bring dimensions to 
property 
development, synchronous with 


new 

design and 
global standards while meeting 
evolving local requirements. To 
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and relationships." 
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intensely customer  centric 
organization, valuing customer 
satisfaction as their first asset, A 
sophisticated and discerning clientele demanding quality and 
high value drives this company endowed with a combination of 
solid feet on street experience energized by a vibrant, young and 
creative team, continuously adding new dimensions to property 
design and development. And in the process enlarging a highly 
satisfied customer base. 

To maintain their cutting edge and build on the hard earned 
reputation, the company uses its network of world-class 


architects, contractors and service providers. 





LONG BEFORE YOU WILL. 


$ 


E: Ew 


Your cherished dreams, desires are 


what we live, breathe every working moment. 


Ideating for long hours so they stand 
the test of a lifetime. 

Poring through plans to ensure they 
harmonize with your plans for the family. 
Worrying over the trifles that make 

a home, because trifles make perfection. 
Indeed, we have lived in your home. 
Long before you will. 


It is this insight into your life paired 

with years of 'feet on street' expertise that 
defines Canopy. A coming together 

of experience and youthful energy that is 
reflected in contemporary properties. 


To live the experience, do get in touch. 


Canopy House, 969, 5" A Cross, HRBR 1* Block, Kalyan Nagar, Bangalore - 560 043. 


j^ 
CANOPY | Tel: +91-80-2542 6261 (Ext. No.: 206). Mobile: +91-98459 80871, 98801 60711, 
CE S, 2 Hore 98455 98248 e-mail: sales@canopy.in www.canopy.in 
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JARAT 


SHINING. 


Gujarat: Leading India into the future 


ibrant Gujarat Global Investors’ Summit 2007 is a 

unique attempt by the State government to 

showcase the culture, tradition and entertainment 
of Gujarat by blending them with commerce, trade and 
enterprise. The Summit will be organised at the Science 
City in Ahmedabad in Gujarat, on January 12 and 13, 2007. 
The nodal agency for the Summit is Industrial Extension 
Bureau in association with the Government of Gujarat and 
FICCI. Reputed international consultancy firms Mott 
MacDonald and Ernst & Young are the official advisors for 
the Summit. 

The Government of Gujarat, through foresight, had 
charted out a course for Gujarat. Way back in 1978, it had 
introduced a novel concept by establishing an 
entrepreneur-friendly organisation - iNDEXTb - an 
innovative concept then. The main role of the Bureau is to 
attract investments in industrial and infrastructure projects, 
by acting as a single point contact for NRI and Foreign 
Direct Investments. It constantly coordinates with various 
departments of the State and Central Governments and 
chambers of commerce and industries associations, while 
monitoring implementation of industrial approvals. 

The Bureau is prompt in identifying new investment 
opportunities and preparing project profiles on different 
industrial sectors. Moreover, it assists SMEs for 
technology sourcing and technology transfer. 

The Bureau acts as the marketing arm of the 


ศศ ศั 


ibrant 


GUJARAT 


Global Investors’ Summit 


12-13 January 2007 


Government of Gujarat, strengthening the image of Gujarat 
as the most investor-friendly destination in the country. 
Little wonder, why the State is home to India's leading 
business school, Indian Institute of Management 
Ahmedabad (IIM-A) and other important institutes like 
National Institute of Design (NID), National Institute of 
(NIFT) 


Development Institute (EDI). Apart from the leading 


Fashion Technology and Entrepreneurship 
institutes, the State is also home to 25 engineering 
institutes, 26 management schools and 300 technical 
institutes. Further the State Government plans to establish 
a shipbuilding university, the first of its kind in the country, 
in Kutch. Besides, Gujarat has a well-established health 
infrastructure including multi-speciality hospitals managed 
by reputed groups. The State also has multiplexes and multi 
cuisine restaurants for entertainment. 


“The State Government has been making efforts to create a conducive environment 
to enable the entrepreneurs to blossom fully. Highest priority has been accorded to 
infrastructure development. As part of the Gujarat Infrastructure Vision - 2010, 383 
projects have been identified. They have an investment potential of Rs. One Lakh 
»eventeen Thousand Crores or (US $ 24 Billion). These projects cover important 
infrastructural sectors like power, ports, roads, railways, gas grid, industrial parks 
and others and offer an excellent potential for Foreign Direct Investment. My job is 
to attract investment from all the corners of the world, to bring in currencies of all 
the hues” 


Narendra Modi. 


Chief Minister, Gujarat 
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ECONOMIC SNAPSHOT 


If one looks at the highest composite Economic 
. Freedom Index amongst all States in India, it is obvious 
that Gujarat outscores all others. With an industrial growth 
rate of 15 per cent per annum, and an industrial production 
of $4.4 billion, the State has grown in leaps and bounds. 

Consider the advantages of Gujarat. It has the longest 
coastline measuring 1600 kms; 41 ports; and 11 airports. 
All these make it an ideal State for investors looking to set 
up business. 

Moreover, over the years, Gujarat has diversified its 
industrial base. The State has become an important 
producer of various products in the country such as Soda 
Ash (96%), Salt (68%), Polyester Filament Yarn (55%), 
Refined Petroleum products (50%), Phosphate Fertilizers 
(45%), Textile Fabrics (34%), Sponge Iron (31%), Caustic 
Soda (28%), Cement (9%) and Sugar (8%). 

This impressive development has been possible due to 
a judicious exploitation of natural resources, such as 
minerals, gas, marine, agricultural and animal wealth. The 
discovery of oil and gas in Gujarat has played an important 
role in setting up of petroleum refineries, fertiliser plants 
and petrochemical complexes. 

While last time the conventions during the Summit 
were focused on select sectors, this year the State 
government has widened its scope of interest and has 
chosen Agro and Food Processing; Textiles and Apparels; 
Chemicals, Petrochemicals & . Pharmaceuticals; 
Engineering, Auto & Ceramics; SEZ & Port Led 
Development; Power, Oil & Gas; Gems & Jewellery; 
Medical Information 
. Technology; Urban Development; and Tourism. 

Let us analyse some of the sectors that Vibrant Gujarat 
Global Investors’ Summit 2007 will focus on :- 


Tourism: Biotechnology; 


Agro and Food Processing: The State has strong agri- 
research capabilities along with diversified crops and 
cropping systems. It has also put in place an e-governance 
& usage of modern techniques to disseminate information 
to the farming community. 


Textiles and Apparels: Gujarat is a hub for textiles 
and apparels. It is the largest producer (33%) of cotton in 
the country and a major source for man-made fabric. The 
textile industry in Gujarat accounts for 20 per cent of 
textile exports from India and about 6 per cent of Indian 
exports of garments. 








Chemicals & Petrochemicals, and Pharmaceuticals: 
Gujarat has a well-established industrial base for a wide 
variety of chemicals and petrochemicals, accounting more 
than 21% of India's chemicals output. 

In pharmaceuticals, in the fiscal year 2004-05, the State 
accounted for 40 per cent of the total Indian pharmaceutical 
production and 17 per cent of Indian pharmaceutical 
exports. 

The Jamnagar refinery of Reliance Industries Ltd. in 
Gujarat is not just the largest in India in terms of refining 
capacity, but also the biggest grassroots refinery in the 
world and also the third largest in the world. 


Engineering & Auto and Ceramics: Gujarat has 
developed state-of-the-art industrial clusters to provide 
readily available infrastructure for companies willing to set 
up manufacturing facilities in the State. 

There are roughly 750 ceramic units in Gujarat which 
have invested around $540 million and the same goes for 
glass units with an investment of $108 million. Did you 
know that around 70% of India's ceramics manufacturing is 
centred in Gujarat? 
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SEZ and Port Led development: The State has 
several SEZ's, which have been approved by the 
Government of India and are aimed at promoting 
industries by providing several benefits to investors. 


Power, Oil & Gas: Gujarat is ranked second as per the 
Power Sector Rating Report (2005) of CRISIL-ICRA. As 
of July 2006, the state had an installed capacity of 9288 
MW. By 2007, it is planning to hike the installed capacity 
by 536 MW. Gujarat is one of the first states to introduce 


power sector reforms under the Power Policy. Its 





proximity to the northern states of India and availability 
of coal bed methane reserves make it an ideal State to be 
an energy hub for import of fuels for power generation. 


Gujarat holds the unique distinction of being the State 
which will soon comprise a state-wide gas grid (2200 
Kms) and multi-gas suppliers. It has an operational gas 
grid of 550 kms and operational LNG terminals at Dahej 
and Hazira. 


Gems & Jewellery: Gujarat with diamond and 
jewellery units at Ahmedabad, Palanpur, Bhavnagar, 
Valsad, Navsari and Surat is one of the main contributors 
to the gems & jewellery industry in India. 


Medical Tourism: Gujarat offers holistic medicinal 
service and cost effective treatment through various 
district hospitals, sub-district hospitals and private 


speciality hospitals. Few of the major players are Apollo 
Hospitals, SAL Hospital & Medical Institute, Sterling 
Hospital, Rajasthan Hospital, and Krishna Heart Institute. 
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Bio-technology: The State houses the Zydus Cadila 
Research Center equipped with modern equipments such 
as oligosynthesizer, DNA Sequencer, Protein sequencer 


etc. 
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Information Technology: Gujarat is emerging as a 
major hub for IT activity through various approved and 
proposed SEZs. Exports from STPIs in Gujarat registered 
growth at a CAGR of 47% during last 5 years. 


Urban Development: Gujarat is experiencing high 
urbanisation with 38.6% of the population living in 242 
urban areas as per the population census of 2001. The 
State is expected to have more than 50% urban population 


in the next 15 years. 





Tourism: Gujarat is famous for the remains of the 
Harappan civilization found at Lothal (near Ahmedabad), 
Kutch). The 
Temple in Modhera, Lord Krishna's temple in Dwarka, 


Surkotada and Dholavira (both in Sun 
Temple of Ambaji, Temple of Somnath are some of the 
important Hindu pilgrimages. 


With such versatility, which no other State can 
contend with, no wonder Gujarat is much sought after. 
The State has worked hard to attain a economic growth 
figure matching that of the asian tigers. Now it is rich in 


all the reserves that other States can only vie for. 
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1992 India’s third 
business 


magazine hits the newsstands 
with unprecedented production 

ualities and storytelling. And 
ingly enough, the launch cover 


Years Of >> |n cme 
Business Today | 


Iberalisation's child, Business Today has been fortunate enough to 
iot just chronicle but also foretell some of the most profound stories 
jf the 90s and the early 2000s. Be it the transformation of the Tatas 
ind the Bajajs or the rise and rise of the Sensex, you read some of 


the stories here first. 
200 HLL's new 
2001 Chairman 
unveiled some startling growth plans, 


including the now famous Project 





























199 no-brainer now, 


Another pioneerin Shakti and we questioned HFCL's but back then we were the first 
annual survey (o fundamentals at a time when Kerry to reveal the Indian face of the 
best em ployers In Packer was acquiring a stake in it. transnationals operating here. 





India) is launched, 
and another stock 
market disaster 
foretold. 


(business [today] 
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2003 Our Sensex 


cover wasn't 
just provocative but right, 
and our decision to start 
listing India Inc.'s power 
women was right too ina 
different sense. 








K.P. Singh was worth 

Rs 50,000 crore till we told 
ou so, or that sexual 
arassment had reared its 

ugly head in corporate India. 
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He wasn't quite 1994 Lag be 
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” the eminence new some À but more became the face of India's new 
grise that he is today, but BT portum offered a peek into eatrepreneurs, and ladia ma 
' e mind 01 a man rewritin IFSC ume, 
could tell that HDFC's Deepak ABE MEE: ๓ ๕ ๐ 


Parekh was on his way there. 
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1997: 


Fifty years of 
Independence gave us the 








India Inc. began 


199 thinking about 


its long-term future, and big- 
ticket M&As started dotting the 





"b The mood was 
essimistic 
when Yashwant Sinha presented 
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his June budget. So the stock erfect excuse to look at the : 
market crash that followed it history of Indian family corporate horizon. 
didn't surprise anyone. businesses. 
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Once again, 


2004 we told you 


tomorrow’s big story today. 
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over, but remember you read 
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From the Editor 


HEN THE GOING IS GOOD, 
everybody feels great. 
By most measures it’s 
been a heady ending to 
a good year for India’s 
economy and business. Things looked par- 
ticularly bright in the second half of the 
year—perkier GDP growth, buoyant trade 
and a boom in industry and services. Even 
the government did quite well—tax rev- 
enues hit a new high and policymaking 
chugged along satisfactorily. Assuming 
that most of our readers read this maga- 
zine front-to-back and not the other way 
round, you will have noticed the largely 
uptempo mood of our writers, editors 
and guest columnists. That feeling is also 
reflected in our poll that covered groups 
from different strata of society. While 
people still worry about issues like cor- 
ruption and population growth, the poll 
shows an all-pervasive optimism about 
the reforms and about India's future. 
Amidst such cheer, it is easy to overlook 
creeping problems, some of which could be 
hurdles for the rise of India's economy. To 
my mind, the most serious of them is that 
of shortage of manpower. Paradoxical as it 
may seem in a country of over a billion, 
businesses across the spectrum today face 
an acute shortage of employable people. In 
a cover story that we had done recently 
(Soaring Salaries, Vanishing Workers, 
September 24, 2006), we had mentioned 
some startling numbers that merit a quick 
recap. In Indian industry's crown jew- 
els, the IT and ITES sectors, our survey 
showed manpower shortage could touch 
500,000 by 2010; in telecom, it could be 
nearly 450,000; in retail more than 
200,000 and in healthcare and life sci- 
ences, a staggering 1.5 million. 
Alarmingly, these shortfalls are not 
projections for 15 or 20 years from now 
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but just three or four years down the line. 
In the short run, this has meant skyrock- 
eting wages. But the more serious long- 
term consequence is about whether India’s 
ambitions of growing at 8, 9 or 10 per 
cent annually would get stymied by the 
emerging manpower crisis. These short- 
ages point to the woeful inadequacy of 
our education system’s ability to produce 
skilled or trained people. 

We may be enthused by the impact that 
economic reforms have had thus far but it is 
also a fact that a fifth of the world’s poor are 
Indians. The real reforms that are needed to 
change their fortunes and also to ensure 
that we are not thrown off the growth 
trajectory are in education. Literacy rates 
have to increase and more people have to 
be empowered with skills that they need to 
become employable in an increasingly 
global Indian economy. Without that, the 
hopes of becoming an economic super- 
power will remain a dream. 

If that sounds like a grim way of begin- 
ning a new year, let me remind you that 
2007 promises to start with a bang. For 
one, there are deals-in-the-making to watch, 
like the Tatas’ bid to buy Corus or the con- 
test to take over Hutchison-Essar. A battle 
royale could also be brewing as Bharti- 
Wal-Mart and Reliance foray into 
organised retailing. On the bourses, 
expect more flutters as the Sensex continues 
to flirt with 14,000. Of course, you could 
watch for a burst of new reforms that an 
emboldened Congress-led government may 
have in store for us as it embarks on the sec- 
ond half of its five-year tenure. 

Meanwhile, here’s wishing you a very 
Happy New Year! 


Sangay Garveyan 


SANJOY NARAYAN 
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REVOLUTIONS ARE NOT 

™ BORN ON THE STREETS. 

| ด แน ร นะ ซ่ IN YOUR MIND. — | 
« THE WORLD NEEDS MORE 

LIVING HEROES. AND YOU'RE 

HERE JUST IN TIME. 
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The spotlight is on India, the new emerging economic powerhouse. And you 
are its champion. Which is why you need the best business tool - the Lenovo 
ThinkPad R60 powered by Intel® Centrino® Duo Mobile Technology - the 


global business tool of the future. Are you ready for It? 
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Bea uty meets Power. 
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technology give; the Audi A6 superior traction and 
bettenhandling So you can always be confident that 
power is being transmitted to the wheels that need it 
the most. Enjoythe outstanding performance of this 
luxury car - preferably on ล test drive. 


Your Audi partrer looks forward to your visit. /NUOI 





Jubilant Enpro Private Limited Audi Call Centre 
Survey No. 6/1, Beratana Agrahara, Tel: 1800 11 2834 or 011 26153889 
15th K.M. Hosur Main Road, Bangalore 560 100, India Email: info@audi.co.in 


Tel: 080 28521548-50 Email: info@jubilant-audi.com 
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The Audi A6. 
Vorsprung durch Technik. 


Island City Motors Private Limited 
Champion Seals Compound, 15-Parsi Panchayat Road, 
Andheri East, Mumbai 400 069, India 

Tel: 022 56292834 Email: info@audimumbai.com 


The Audi A6 is the perfect combination of beauty 
and power. Besides luxurious design, its out 
standing technology guarantees ล sophisticated 
driving experience. Amongst other things, the TDI 
engine delivers the power you need for impressive 
acceleration. quattro^ permanent four-wheeldrive 


Euro Motors Private Limited 
Tel: 011 40510300 
Email: info@audidelhi.com 





ELT Salb Masel 


YOU WON'T KNOW WHERE 
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Welcome to a whole new era of audio visual experience. Samsung brings you the true meaning of high- SAMSUNG 
definition with its Full High Definition LCD Televisions. The Mosel F7 offers you the richness of 2 million pixels 

which is yet to be surpassed. While the 6000:1 contrast ratio and 1920 x 1080p resolution brings you a never 

before visual experience. 


The Samsung Neo Mosel N7 has XWCG Extended Wide Colour Gamut covering 138% of PAL for more vibrant 
colours and richer details. 


FULL HIGH DEFINTIDN LCD 


Samsung Mosel and Neo Mosel, the closest look at reality that you can ever dream of. 


Vissel 





Presenting Samsung FHD Mosel - Full High Definition LCD Television. 


Rs 400,000/- Rs 200,000 fa t: 150, 000/- Rs 180, 000/- Rs 135, 000/ Rs 7 79. 000/- 


SAMSUNG INDIA ELECTRONICS PRIVATE LIMITED 
— Office: 7th & 8th Floor, IFCI Tower, 61 Nehru Place, New Delhi-110019 Tel: 011-41511234 www.samsung.com/india 
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From The Editor 


VEN BEFORE LAST YEAR WAS OUT, IT WAS QUITE EVIDENT 
E: would continue to make big news at least 

through the first couple of months of the New 
Year—the spirited fight to acquire Hutchison Essar Ltd., 
India’s fourth-largest telecoms operator, which has more 
than 22 million subscribers. That number alone probably 
justifies why so many suitors are wooing the company’s 
Hong Kong-based co-promoter Hutchison Telecom 
International (owned by the legendary Chinese 
entrepreneur, Li Ka-shing) that wants to sell its 67 per cent 
holding in the Indian telco. But it’s more than just 
Hutch’s millions of subscribers that make it attractive as 
a takeover target. For Vodafone, the UK-based world’s 
biggest telco, acquiring Hutch offers a fast way of 
expanding its limited presence in Asia and in the world’s 
fastest growing telecoms market. Then there is Anil 
Ambani’s Reliance Communications, India’s second- 
largest telco that could become #1 by a long margin by 
acquiring Hutch and also save money and time by doing 
inorganically what it would have to do via organic exp- 
ansion. Plus, of course, there is Hutch’s current Indian co- 
promoters, the Ruias of Essar who also want to buy out 
their Hong Kong partners. In our cover story, Assistant 
Editor Krishna Gopalan examines the 
prospects of these and other aspirants 
for Hutch and, although it is still a 
developing story, assesses who could fin- 
ally get the company. 

Ask anybody with even a passing 
interest in India’s economy and business 
what the single biggest hurdle to ac- 
celerated growth is and the likely an- 
swer would be infrastructure. India’s airports, roads, 
power and ports are often what stand in the way of 
achieving economic progress. But the good news is that 
finally things seem to be moving in the infrastructure sec- 
tor—partly because of gradual reforms that allow more 
private and foreign investment in some of the most 
critical areas. Our 14-page special report on infrastruc- 
ture covers each of the most important infrastructure 
sectors and shows how the outlook is changing for the 
better. True, a lot remains to be done but, with some help 
from more pragmatic government policies, we may 
now be on the path to getting those done. 

It has always been fashionable, de rigueur even, to 
describe Bihar as an area of darkness—where lawlessness, 
investor apathy and corruption are the order of the day. 
But the new Chief Minister of Bihar, Nitish Kumar (he 
took charge in November, 2005) wants to change all that. 
For his feature, Nitish Kumar's Mission Impossible (page 
82), Special Correspondent Amit Mukherjee toured 
Bihar and met Kumar to see how the man with a mission 
is going about reversing the tide in a state that everyone 
had all but given up hope on. 


Sanjoy haragan 
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V Je' d like to introduce our. 
Portfolio Management Services. 

So let's talk. abouta family famous for 
designing exclusive fragrances. 






The pursuit of excellence in The pursuit of excellence in 
designing fragrances = Portfolio Management 
Before we tell you why we're talking ^ — Allow us to present our Portfolio Management 
about a family famous for customising Services, which aims to provide long-term 
perfumes in an ad for portfolio wealth creation with active portfolio 
management, let us tell you a bit about ` management. And at HSBC, we believe, 
the family itself. Established in the 18th just as it takes a committed perfectionist 
century in London, this family still makes to design the perfect fragrance, it takes a 
perfumes using the time-intensive master to.bring out the very best in an 
‘infusion’ technique, which involves placing investment. Which is where our portfolio 
two or four herbs in oil or water for exactly rnanagers come in. They are perfectionists 
ten minutes before straining it. And that too, and are just as obsessed. 
too, in a strictly temperature ` The one difference: their subject of 
controlled environment. A few seconds - obsession isn't fine fragrances, but 
or degrees here and there means - | investing. In other words, when you 
bedlam. Naturally, every perfume : become a part of this financial 
maker from this family has been service, our portfolio management 
an unrelenting perfectionist. ` | team will analyse your risk profile 
Some may think they are ` E andaccordingly custom design an 
obsessive-compulsive, but not the ซู M investment portfolio for you. With 
personalities who commissioned ` their local knowledge of capital 
the house for their personalised ` markets coupled with the global 
scents. King George.lll and IV, Prince - strength and-capabilities of the 
Rainier of Monaco, Grace Kelly, John ` HSBC Group, you can expect 
F. Kennedy, George: Clooney and Clint. nothing short of a rewarding 
Eastwood, to name just a few. partnership. Because you'll agree, 
Now, if you're wondering what- whether it's the development of a 
attracts celebrities to this famous ` ;customised fragrance or an 
house, the answer is simple: it's- investment portfolio, only 
the house's commitment to T meticulous: concern will 
understand its customers' personalities — VET. determine its quality. For details, 
and tailor the right fragrances fot them. . e-mail us at hsbepms@hsbe. co.in 


“HSBC Portfolio Management S SaS HSBC «X5 
www. hsbcinvestments. con i A Ak. | 
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; : Iss sued by HSBC Asset C Asset Management (India) Private Limited | ` Information. source: Www. wikipedia. com All trademarks are the property of their owners. 


HSBC Asset. Management (India) Private Limited i is registered with the Securities and Exchange Board of India as Portfolio Manager. Securities investments including investments in 
. derivatives are subject to market risks and there is no assurance or guarantee that the objectives of the client portfolios will be achieved. As with any investment in securities, the value. 
of the portfoliós can go up or down depending on the factors and forces affecting the capital markets. Each portfolio is exposed to various risks depending upon the investment objective, 

- investment Strategy and asset allocation. Non-diversified portfolios tend to be more volatile than diversified portfolios. Past performance of the Portfolio Manager or any of its associates 
or Group entities is not indicative of future performance. These are among the first product offerings of the Portfolio Manager and HSBC Asset Management (India) Private Limited has 

` no previous experience. in portfolio management. The HSBC Alpha Account Signature Portfolio, HSBC Alpha Account Strategic Portfolio and HSBC 85% Capital Protection Oriented _ 
Portfolio are the names of the product offerings and do not in any manner indicate either the quality of the products or their future prospects and returns. HSBC Asset Management (India) ` 
Private Limited or its associates / Group entities are not responsible or liable for any loss or shortfall resulting from the operation of the portfolios. The value of the portfolios offered in 

^. this document may be affected by the performance of individual companies, change i in the general market conditions, factors and forces affecting capital markets in particular, level of 

^. interest rates; various market related factors and. trading volumes, margin requirements and other regulatory requirements, prevailing political and economic environment, changes in 

government policy, factors specific to the issuer of the securities, tax laws, liquidity of the underlying instruments, settlement period and transfer procedures, Derivatives including futures _ 
and options are affected by various risks including counterparty risk, market risk, valuation risk, liquidity risk and basis risk. Derivative products are specialised instruments that require ` 
investment techniques and risk analysis different from those associated with stocks and bonds. The use of a derivative requires an understanding not only of the underlying instrument 
but also of the derivative itself. Derivatives require maintenance of adéquate controls to monitor the transactions entered into, the ability 10 ล ร ร อ ร ร the risk that a derivative adds to the 
portfolio and other related capabilities. In case of stock lending, risks relate to the defaults from counterparties with regard to securities lent and the corporate benefits accruing thereon, 
inadequacy of the collateral and settlement risks. Investment decisions made d the Portfolio Manager may not always be profitable. Investments in securities are subject to market risks. ^ 
Please read the Disclosure Document for details and risk factors before AA à CONTRACT.HSBC.06.2861- 
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Now, get a hot new management tip for the day every day, and participate in opinion 
polis through SMS on your mobile phone 24 hours a day. 


TO RECEIVE BT’S TIP OF TO ANSWER THE BT-ON-THE-MOVE 
THE DAY l QUESTION 


| - Should more services be brought under 
1. Go to "Write messages" on your | the tax net? 


mobile phone. 


2. Type "BTTIP"onthe message | 1. Go to "Write messages" on your mobile phone. $ 
screen. 

| 2. Type "BTPOLL Y” for Yes. 
3. Send the message to the number ype LL Y” for Yes 


"2424". ` Type "BTPOLL N” for No. 


4. You will receive the hot management 
tip for the day in a return message. 3, Send the message to the number "2424". 


Readers can also participate in the poll at www.business-today.com 


NOTE: Available with ail cellular operators. 
Regular SMS charges apply. Powered by ActiveMedia Technology www.activemediatech.com 


Now. the most productive meetings ca) capital, | 
orate boardrooms. 
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Punjabi by Nature. The perfect reason for you to mix business with pleasure. Discuss your strategies over the delectable Jhangi 
Chaamp, have meetings over the exotic Bataer Masaledar or simply entertain your guests to the famous Raan-e-Punjab. 
” It's probably the most satisfying business decision that you will ever make. 


FOR RESERVATIONS, PLEASE CALL: 


GURGAON SECTOR 18, NOIDA VASANT VIHAR, DELHI CITY SQUARE MALL, RAJA GARDEN 
95124-4143666, 4144666 95120-2514432 41516666, 41516667 42225656, 42225757 
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The Telecom Lesson 
Policy Potholes 
Let’s do it Ourselves 


The Start-up Bug 


The crore-plus salary is old hat at the IIMs. The 
latest, incipient, trend: turn entrepreneur. 


Belt up for Higher Bank Deposit Rates 

Q&A: Eric Engstrom, CEO, Elsevier 

Top of Mind 

Focus on cheaper DVDs and VCDs; and CBDT’s 
tax surveys to catch evaders. 

Policy Watch 


A bird's eye view of what's hot and what's not on 
the government's policy radar. 


Newsmaker 

This fortnight's hero is Kim Kwang Ro, who is 
moving to Bangkok as head of LG's Asia Pacific 
and Australia operations. 


The BT 50 Index 


Hard-nosed Haggling 

Is Videocon's discounted bid for Daewoo 
Electronics justified? 

In the Right Zone 

Anand Jain is Mukesh Ambani's SEZ man. 


Bull in the KPO Shop 
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telecom market, and the rosy prospect of 
grabbing majority control in India's fourth 
largest cellular operator make Hutch-Essat 
a red-hot plav. 





Cover by Kapil 


70 


76 


Snapping at Hero's Heels 


Bajaj Auto is going full throttle after market leader 
Hero Honda, but can it become Numero Uno? 
Not if Honda has its way. 
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any resultant credit squeeze 
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Kudos to... 
IN THE MICROFINANCE SPECIAI 
Money that Mends (December 31, 
2006), it is heartening to note how 
people such as Nachiket Mor, 
Vikram Akula and G. Padmaja 
Reddy are making effective use of 
their higher education for various 
social causes. There is no shortage of 
manpower in this country, what is 
required is proper guidance of avail- 
able resources. Banks now need to 
take initiative in this direction. 

A.R. JOSHI, through e-mail 


Looking Beyond Cricket 
IN THE EDIT CRICKET’S BLESSING: 
There is no Alternative (December 
31), a mention was made of the 
probability of developing a sec- 
ond national game (after cricket). 
This is a timely thought and a pos- 
sible one too. Sports tourism is an 
area in which India can clearly dif- 
ferentiate itself from other nations. 
AASHISH GUPTA, through e-mail 
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A Job Well Done 
BT'S 15TH ANNIVERSARY ISSUE (JANUARY 
14, 2007) is an extremely valu- 
able handbook for all those stu- 
dents and individuals who are int- 
erested in India's growth story. 
The articles and contributions by 
various authors were quite good. 
Equally informative were the var- 
ious statistics, especially the ones in 
Life in tbe Otber India. One only 
hopes that proper monitoring is 
being done to account for the 
money being spent on various 
government schemes. 

G. VENKATARAMAN, through e-mail 


Correction 


IN 20 COMPANIES TO WATCH IN 2007 
(December 3), TransWorks 
entered into a definitive agree- 
ment to acquire Minacs on June 
23, 2006, and completed the 
process on August 18, 2006, and 
not July 3 as reported. Also, 
Minacs is headquartered in 
Toronto, Ontario (Canada) and 
not Santiago, Chile. Atul Kanwar's 
designation bas been inadvertently 
mentioned as Managing Director, 


TransWorks. He is the Chief 


Executive Officer. 
The errors are regretted. 
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The Telecom Lesson 


5 BUSINESS TODAY WENT TO PRESS, SOME OF THE 
Å biggest global telecom operators were engaged in 
a battle to gain control of Hutchison Essar, India’s 
fourth-largest mobile phone services provider. There 
was Britain’s Vodafone, the world’s #1 cellular phone 
company (if its proportionate share in partners and sub- 
sidiaries is included; otherwise China Mobile is the 
largest standalone operator), leading the pack of 
likely winners, but there were other serious con- 
tenders, including Anil Ambani’s Reliance 
Communications, the Hindujas (who incidentally 
were telecom operators in India but sold out early on 
to Li Ka-shing’s Hutch), and the Ruias, Hutch’s one- 
third partner, who will want to extract the best pos- 
sible price, one way or another, for themselves. 

In this scramble for an ‘Indian’ telecom company, 
with more than 22 million subscribers, there’s a lesson 
waiting to be learnt by marketers. That, when some- 
thing looks like a chicken-and-egg situation (can’t 
drop prices till volumes pick up and volumes won't 
pick up unless prices are dropped first), it often helps 
to do right by the consumer. And that invariably 
means giving the consumer a great deal on the prod- 
uct or service. That's what India's new private sector 
telecom operators did, when they steadily dropped cel- 
lular phone rates from nearly Rs 17 a minute to Re 1 
or less now across India. With the result, millions of 
Indians—plumbers, farmers, casual labourers—are 
able to afford mobile phones, making India the fastest 
growing market in the world. 

Now, it may not be possible for other industries to 
straightaway follow suit. Unlike telecom, where fixed 
or ‘sunk’ costs are very high and variable costs relatively 
low, manufacturing industries must incur additional 
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Infrastructure sector: A roadblock in India's growth story 
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Cell phone in villages: It's competition that did the trick 





variable cost every time they sell an extra bar of soap or 
a two-wheeler. Yes, there is something like the 
economies of scale in manufacturing, but it doesn’t quite 
work like the use-it-or-lose-it ‘capacity’ in telecom or 
even aviation. For every second of talk time or seat in 
a flight that goes unsold, there’s a loss to the bottom 
line. Ergo, there’s a lot of sense in offering seats or long- 
distance calls for Re 1. In manufacturing, it actually 
makes more sense not to overproduce, since there’s the 
issue of inventory cost and obsolescence. 

That said, it’s evident that there’s only one way to 
unlock value in India’s huge consumer base and that is 
by focussing as much on affordability as profits. Like the 
Hutch Essar episode reveals, when there’s robust - 
demand investors will follow (policymakers would 
also do well to draw a lesson from India’s telecom 
experience and let competitive forces prevail). No 
doubt, in this particular case it’s a foreign investor 
(Li) who'll laugh all his way to the bank, but if other 
investors figure out that there’s money to be made in 
India, they will make a beeline too. So, extreme ‘target 
pricing’ is what marketers in India may need to succeed. 








Policy Potholes 


ARELY DOES A PUBLIC PLATFORM INCLUDE THE PRESENCE 

of the Union Finance Minister, Union Power Min- 
ister and a private developer. Equally rarely does the gov- 
ernment broker a private power project at a competitive 
tariff. December 28, 2006 saw both happen, when the 
4,000 Mw Sasan and Mundhra power projects were 
awarded to private sector. Certainly good news for 
the infrastructure sector, where growth has been lack- 
ing and which has become a principal villain in the oth- 
erwise satisfactory economic growth story. But fact 
remains that such events might recur at the frequency of 
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the Haley’s comet unless reforms are undertaken 
through an institutional framework. Else delivery, effi- 
cacy, monitoring and scope suffer—the very problem fac- 
ing the existing central power reform schemes. 

There is no denying that the power sector reform 
programme is far more difficult to implement than that 
in the roads sector, since the former falls in the con- 
current list—the State has an equal if not greater say in 
sector governance. That said, the roads sector pro- 
gramme has also suffered in the recent past and it is only 
now that the pace of award of contracts has gone up. 
Evidently, one of the main challenges is in tweaking the 
states’ machinery. For that the Centre should initiate 
programmes with the state to ensure greater movement 
of civil servants across levels. Such a measure will offer 
greater resistance to the agenda of errant politicians, 
who often delay projects to shore up their vote bank. 


Let’s do it Ourselves 


HY IS IT THAT WE, AS A NATION, ALWAYS LOOK 
X abroad for help? Addressing the Pravasi Bharatiya 
Divas, Prime Minister Manmohan Singh asked non- 
resident Indians (NRIs) to invest not just money, but also 
engage with the country “intellectually, socially, cul- 
turally and emotionally”. That is all very well and if peo- 
ple want to connect with the country of their origin in 
myriad ways, they are welcome, and should be enc- 
ouraged, to do so. But we should bear in mind that such 
interventions can only add small doses of incremental 
ballast to efforts undertaken by Indians resident in 
this country. Also, why just NRIs? There's an urgent need 
for residents to also connect "intellectually, socially, cul- 
turally and emotionally" with their motherland. 
That's because the heady growth figures are making 
urban India increasingly oblivious to the country's 
soft underbelly. India's social infrastructure is practically 
non-existent outside of the big cities—the poor do 
not have access to justice; public infrastructure in edu- 
cation and healthcare has broken down in most parts of 
the country; and a majority of Indians still do not 
have access to proper sanitation and safe drinking 
water. As India rapidly transitions from a Third World 
basket case to a First World wannabe, these are issues 
that need to be addressed on a war footing. And dom- 
estic initiative must be at the core of this programme. 
Does that mean NRIs have no role to play in India's 
development? They do. The success of this community 
in the West—and particularly in Silicon Valley—has 
played a major role in changing the world's perception 
of India. Influential Indians, especially in the us, have suc- 
cessfully used their clout to sell their country of origin 
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Hastening the pace of infrastructure development 
Is not enough—prioritisation across various segments 
based on merit is equally important. That, unfortunately, 
suffers on account of the populism measures that the 
Central policies reflect. Here's an example: The Central 
government is investing in both dedicated freight cor- 
ridors and highways across the country. Fact remains 
that traffic flow in both these modes is determined by 
costs. While fuel costs (a significant part of the total 
transport cost) in the roads is subsidised by other sec- 
tor (diesel is sold at below market prices, resulting in a 
subsidy of over Rs 20,000 crore per annum), the elec- 
tricity used by locomotives to haul cargo, subsidises 
other segments of consumers. Such distortions need to 
be removed to ensure a healthy development of the in- 
frastructure sector, especially since private participation 
is being encouraged in the sector. 





Manmohan Singh (R) to NRIs: Invest as well as engage 


in their adopted country. The benefits of this should not 
be underestimated. When was the last time you heard of 
India and “begging bowl" being mentioned in the same 
context? Yet, this connection was actually a given even 
two decades ago. A large part of the credit for this 
transformation should go to the image that NRIs have been 
able to project for themselves and, by extension, India. 

All these are issues that planners should keep in 
mind while wooing NRIs. Yes, many of them do feel 
an emotional bonding with India, but emotions can- 
not be a sound basis for making investment decisions. 
At the end of the day, it is not cultural connect but re- 
turn on investment that drives the flow of investment 
dollars. Those will come in larger quantities only 
when India can provide a playing field that is at par 
with the best in the world. And that can only be done 
by people resident in this country. 8 








The Start-up Bug 


The crore-plus salary is old hat at the IIMs. The latest, 
incipient, trend: turn entrepreneur. AMAN MALIK 
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IIM-A's Fab Four: (From L to R) Dabir, Prabhukhanolkar, Chakravarti & Singh 


RYSTAL-GAZE THREE YEARS INTO THE FUTURE AND VINEETA SINGH, 
( Devashish Chakravarti, Bhushan Dabir and Vishal Prabhukhanolkar, 

all second-year students at the Indian Institute of Management, 
Ahmedabad (IIM-A) would like to have you believe that they will be on their 
way to the Big League of India Inc. But that’s not why we are talking about 
them. They deserve a mention for two reasons. 

First, they are part of a new breed of budding entrepreneurs straight out 
of management and technical institutes—some, like Singh, with no prior 
work experience. Secondly, they have all given up on big money to pur- 
sue their entrepreneurial dreams. Singh and Chakravarti were offered ass- 
ociate-level positions in London with annual pay packages in excess of 
Rs 1 crore by Deutsche Bank. They chose, instead, to team up with 
batchmates Dabir and Prabhukhanolkar to explore business opportunities 
in the under-penetrated lingerie segment of the Indian textile industry. “Of 
course, I was excited by the offer and it wasn’t easy to turn it down," admits 
the 23-year-old Singh, an irr graduate, and the youngest (and the only one 
without prior work-ex) of the 10 students from across all ums who were 
offered similar positions; six of the 10 have turned down the offers to start 
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The fortnight's burning question. 


WILL FINANCE MINISTER 
P CHIDAMBARAM DEL- 
IVER ANOTHER DREAM 
BUDGET THIS YEAR? 


. Dipankar Mukherjee, MP, 
CPI(M) 
The government has developed 
a habit of ignoring us on most 
issues. It has been going ahead 
and privatising profit-making 
public sector units, and turning a 
blind eye to rising prices. We 
hope to see less of these in the 
Budget. 


R. Seshasayee, MD, 
Ashok Leyland and President, CII 
| think the Budget will focus on 
the creation of human capital, the 
development of a skilled work 
force and education. We also hope 
to see significant steps towards 
the creation of a unified market in 
terms of taxation. Of course, we 
expect steps to fuel growth even if 
industry is deprived of some 
concessions. 


Anjan Roy, Economic 
Advisor, FICCI 
The favourable economic situation 
and buoyant revenue collection 
point to a pleasant Budget. Let 
me add that economic reforms 
have given the economy both 
momentum and stability, so it 
depends a lot less on the Budget 
than it did 10 years ago. 
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their own ventures. 

“This phenomenon has started becoming apparent in the last two- 
to-three years," says Mohit Kataria, an uM Calcutta alumnus (Class 
of 2003), who, along with batchmate Gururaj Potnis, set up Manthan 
Services, a Bangalore-based legal outsourcing firm. Adds Deep Kalra, 
Founder and CEO, makemytrip.com, another tIM-A alum who gave up 
a secure job to start his own travel portal: “Graduates, especially from 
the top B-schools, are now beginning to look beyond the basics, like 
brand values of companies and good pay packages, that come with 
a cushy job.” Adds Sanjeev Bikhchandani of Naukri.com fame, yet 
another LIM-A alum who turned entrepreneur: “Such graduates 
have no dearth of role models these days. Moreover, B-schools today 
are actively encouraging their students to turn entrepreneurs." 
This is corroborated by Anindya Sen, Dean (Programme Initiatives), 
IIM-C: “Big money is hard to turn down when you are in your 
20s; but we endeavour to encourage entrepreneurship." 

— Apart from an overwhelming urge to take on a challenge, two ` 

major reasons, both inextricably linked, are lending impetus to 

-this trend: the continued upswing in the economy, which is enc- 
ouraging people to take risks; and the flow of venture capital, esp- 
ecially from the us, into India. “Today, anyone with a sound business 
plan has relatively easier access to VC funding,” says Kalra. “This said, 
it is still not easy for people without work experience to access 
money,” adds Bikhchandani. While this phenomenon is as yet lim- 
ited mainly to top notch B-schools like the Ms, some like Kataria are 
hopeful that students from other good B-schools, too, will throw their 
hats into the ring in the near future. “There is a latent demand for 
good entrepreneurial talent in sectors like real estate consulting and 

retail," says Kataria, adding: “you'll see more such people gravitating 
toward Old Economy businesses." | 

The bottom line: India, the land of opportunities, is here. 
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HDFC Bank 13 on Dec. 20 
OBC 11.75 on Jan. 15 





35% . £24. 596 
13:5%  . ' 56 
3.5% d CO 
3.5%, ` RENAE 
3.5% 8 


*For term deposits of more than a year and more than Rs 15 lakh. The rates given are the rates at lower end of the slab 
” For deposits of less than Rs 15 lakh, the rate is 7.25 per cent. Bank branches provide rates for larger deposits 


AST MONTH SAW MOST BANKS 
mem their benchmark prime 
lending rates (PLRs) by 50 basis 
points following a surprise and 
similar quantum of hike in the 
Cash Reserve Ratio (CRR) by the 
Reserve Bank of India (RBI). And as 
the cost of funds for banks rose, so 
did the cost of loans for the banks’ 


customers. 

As a result of this hike, housing, 
auto and personal loans became 
costlier by 50 basis points, taking 
the total impact of the rising int- 
erest rates over the past 18-24 
months to nearly 250 basis points 
or 2.5 per cent. 

However, hardening rates do 


her Bank Deposit Rates 


d ก SANK Q 
| a CON Mi. y ; d 


not seem to have affected demand 
for credit. According to RBI, even 
as the economy grew at 9.1 per- 
cent in the first half of the cur- 
rent financial year, non-food bank 
credit up to November 24, rose a 
blockbuster 30 per cent on top of 
an equally impressive 31 per cent 
expansion in the previous 
financial year. 

Bankers do not see demand 
slowing down anytime soon. Their 
contention is that China has con- 
tinued to grow at a similar fren- 
zied pace for almost 10 years. 
“Incomes are rising; more peo- 
ple are getting jobs and the econ- 
omy as a whole is growing. The 
demand is end-user driven, and 
so, is likely to remain strong,” 
says Rajiv Sabharwal, Head (Retail 
Assets), ICICI Bank. 

To fund this rocking credit 
growth, deposit growth (currently 
at under 20 per cent) also needs to 
be perked up; the implication: dep- 
osit rates are going to rise. The 
market expects Finance Minister 
P. Chidambaram to lend a helping 
hand with tax breaks on bank dep- 
osits in his forthcoming Budget. 
So, it may once more bring the 
sheen back to that old favourite, 
bank fixed deposits. 

SHALINI S. DAGAR 
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IT’S RAINING BILLIONAIRES IN INDIA 


The booming primary and secondary markets have created five new dollar billionaires in the last one year. 


PROMOTERS COMPANY NAME 


G.M. Rao, CMD Žž 
Kalanithi Maran, CMD 
Pradeep Jain, Chairman 
P.N.C. Menon — 
L. Madhusudhan Rao 


Sun TV 


Lanco Infratech 


Adjusted closing price and market cap as on Jan. 3, '07 
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GMR Infrastructure 


Parsvnath Developers - 


Sobha Developers Infrastructure & Realty ( a 
Nov. 27, 06 


SECTOR 


โส ส ด FSA 
Infrastructure & Realty 


Infrastructure ë Really. 


LISTING DATE 


Infrastructure & Realty Aug. 21,'06 
Apr. 24, 06 
Nov. 30, ‘06 
Dec. 20, '06 


PROMOTERS 
HOLDING (IN %) 


NET WORTH 
(IN Rs CRORE) 


9,950 
8,934 
6,948 
6,374 
4,695 


Source: CMIE, SEBI 








Some of the world's best wild-life sanctuaries - Buxa Tiger Reserve, 
Mahananda wildlife Sanctuary, Jaldapara,Garumara, Nilpara, Hollong 
and more are waiting here. Some of the world's rarest wild life too - 
One-horned rino, Sambhar, Tusker, Barking deer, freely ranging on the 
most captivating scenary found anywhere, with rolling green valleys and 


hills. North Bengal's fascinating Dooars. 


By Air - Calcutta (Dum Dum)» Bagdogra ~ By Rail - Calcutta (Howrah) + New Jalpaiguri 





เบ ท ร ท า Department, Government of West Bengal Tourism Centre : 3⁄2, B 


83-2248 8271/5168. 2210 3199. 2243 7260. Fa 


run 





ICA/Tourism/26/04-05/E 
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“We Plan to Expand in India" 


LSEVIER, A DIVISION OF THE $9.8- 

billion (Rs 44,100 crore) Reed 
Elsevier, the world’s second largest 
publishing company, is increasing 
its focus on India. The $2.7-billion 
(Rs 12,150 crore) Elsevier, which 
is Reed Elsevier's Science and 
Medical Publishing Division, is look- 
ing at this country as a market, as a 
source of high-quality content for 
its journals and as a possible “reg- 
ional publishing centre”. Its CEO 
Eric Engstrom, who was in India re- 
cently, met BT’s Arnab Mitra and 
discussed his plans for the 
country. Excerpts: 


What brings you to India? 

India is the world’s second 
fastest growing economy and 
has a huge pool of trained sci- 
entific personnel. So, the Indian 
market is an obvious attraction. 
Globally, we publish 1,800 jour- 
nals and more than 2,000 books 
every year. We are also keen to 
tap into India’s scientific and 
medical communities to generate 
India-centric content that will 
be relevant to our subscribers 
here. It’s a two way process—we 
will benefit from the knowledge 
we will gain access to, and the 
Indian scientific community will 
benefit by getting a platform 
from which they can reach out to 
the wider scientific and medical 
community worldwide. 


Do you have any plans of outsourcing 
and offshoring work to India? 

We are already doing that. And we 
plan to increase this as we go along. 
At present, we have about 83 emp- 
loyees in India in Delhi, Mumbai, 
Kolkata and Chennai, but that fig- 
ure is misleading. Our partners here 
employ more than 3,000 people— 
who are, technically speaking, not 
our employees—who work exclu- 
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sively on Elsevier projects, under 
the supervision of Elsevier person- 
nel. And as we increase our inv- 
olvement in India, we, and our 
partners, will take on more such 
people. We see tremendous scope 
here for editorial and knowledge 
processing services. 


How important is India to your global 
plans? And how does it compare with 
other Asian markets? 

Right now, China and Japan are 
bigger markets, but that is likely to 


change over the next few years. In 
fact, we may set up a Regional 
Publishing Centre in India. We are 
looking to shift some of our pre- 
press work (commissioning, edit- 
ing, designing, writing code, e-load- 
ing, etc.) to India and are discussing 
ways of going about it with our col- 
leagues and partners here. 


Please tell us something about Elsevier's 


| 
ง 
| 
| 
` 





business model. 

We are the world’s largest pub- 
lisher of scientific and medical jour- 
nals. Globally, we generate about 
75 per cent of our revenues from 
the electronic media and the rest 
from print. Thousands of writers, 
editors and reviewers work for us 
both in full-time jobs and in part- 
time capacities. Incidentally, we 
don't own assets like printing 
presses and the like. Flsevier creates 
the intellectual property and our 
partners create the physical product 
that reaches subscribers and 
readers. 


What are the latest innovations in 
your field? 

[n the field of education, we 
have come out with a “live 
book”. When we sell a book, 
we also give you the option of 
updating it yourself (via the in- 
ternet) on any new innovations 
that we come across in that 
field for a given number of 
years. This way, you don’t have 
to keep buying newer editions 
of the book to keep abreast of 
the latest developments. 


How can Indian authors, who wish 
to access the Elsevier platform to 
publish a paper or a book, do so? 
We have commissioning edi- 
tors who proactively scout for 
such material. Our website also 
has an author gateway that in- 
terested writers can access. It leads 
you through the entire process of 
submitting your manuscript and 
even has a template that advices 
you on how to structure the written 
material. It’s very simple and easy to 
use. Incidentally, we have published 
papers by President A.P.J. Abdul 
Kalam; so you see, we already have 
a relationship with and feel of the 
Indian market. 


YYWONIVY 


| Firstsource i is among j India's s top three pure play Business Process Outsourcing (BPO) companies. " m 


E | Firstsource. has over 9, 000 employees. and a global delivery model. with an centres. across | 


a 2 o India; US, Uk & Argentina. Firstsource. provides business transformation. services. to global 


e -leaders i in: the ° Banking + and Financial Services, Telecom & Media and Healthcare se to s. 


B www firstsour e. 


J" plopasing. subj. to. mit banditinis and other considerations, à. ibi issue. of its equity P and. has filed: a Draft 
| Herring Prospectus will be available on the website of SEBI at www. sebi.gov.in and the respective websites of the Book Rut 
db.com and the Co-Book Running lead Managers at www. icicisecurities: com. 1 Investors a are kindly: เล a to toad and ur 

bot fotos ° “section in the Draft fied Hering Prospectus. | | | 
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TOP OF 
_ DVDs Just Got Cheap per 


v What: Thei new! — formed entertai amen it viso. ! 
. of Moser Baer, which has copyright licences to | 
- 7,000 movie titles, will launch DVDs and YD: — 
a priced. at Rs 34 and RS 28, respectively. | x 


^ When: The company will: release 4, 500 labels Uv 
- between the second week of January and April, E 
BN Tamil, Malayalam, Telugu, Kannada, Bhojpuri, v 
- Marathi, Bengali, Gu arati and Punjabi. c 


— OAnd...: It will launch Hindi titles. (Tezab, — 
— ns oer, Baazig ar, Qurbani, ห ก ล เฟ D 
| Febru lary y and. English. movies in April. a 1 


u What's the size of the market: “The size of the cone hom ne ideo mar- b 


~ ket in India is around Rs 200 crore; our plan is to expand this to Rs 1,000 | 


crore in three years. We will drive the market through content ownership | 


a and aggressive prici ng," says Harish า Dayani, CEO, Moser Baer Entertainment. e 


~ "What about margins: Detail S aren’ t forthcomi ng. but Dayani asserts that v 
-the plan is financially viable. ไป $ 








What about availability: The company is is setting up owned and branded ot w jeat x T 
- Jets at 300 locations in metros and small c ities and | is al 50 pn * up pee MH 2 nin th m 
- v with several big. (lem. OO x x 
The long- -term taget, To own ก the rights fat leas st 50. per < ce ent oft he Í nc novies — 
. released in ? India. ? | — _ Í 
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For a Few Thousand Crores More 


What: CBDT is intensifying tax surveys to catch evaders in the last quarter 
of 2006-07. Tax survey’s involve inspecting the books of a business concern 
to look for gaps between actual and declared income and, thus, ferret out 
undeclared income and assets. 


How does it work: The tax department can conduct tax surveys even without. 
specific information on tax evasion. Thus, it can become something of a roving 
investigation and also lend itself to misuse. 


Why is it being done now: This year, the CBDT has been extremely active about 
maximising revenues. 


Who are the targets: Establishments where ad- 
vance tax payments or the returns filed for the 
previous periods don't appear to be consistent 
with business and income growth. 


What are the revenue projections: Huge. In 
just six months of the current financial year, the 
CBDT has managed to collect Rs 1,000 crore 
by following up information collected from 
tax surveys. Pd a 
SHALINI S. DAGAR 
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where night vision goggles came from. 


what a thought! 


@ © ๑ ๑ 


innovation. we love it! + pricol4 


better ideas for a better planet 


7 FACTORIES * 63 PRODUCTS * 4600 PEOPLE 
pricol limited # 702 / 7 avanashi road, coimbatore - 641 037, india 
ph: +91-422-4336000 fax: +91-422-4336299 email: city@pricol.co.in website: www.pricol.com 


+ instrument Clusters & Gauges * Sensors & Switches + Oil Pumps * EGR Valves & Engine Parts * Disc Brakes 
+ Fleet Management Systems + Remote Keyless Entry & Immobilizer Systems 








OND PANT REPORT rane 5 GOVT WORKING - 

WITH THE ECONOMY CHUGGING ALONG 
smoothly at over 8 per cent per annum 
and FDI pouring into the country like 
never before, India ought to be a great 
place to do business. Wrong, says a 
World Bank report, which has ranked 
India as low as 134 in a survey of 175 
countries. The rogue counters: enforc- 
ing contracts and closing businesses. 
Realising that this is one governance 
issue that the bureaucracy is squarely to blame for, the head of the civil serv- 
ice, Cabinet Secretary B.K. Chaturvedi has been holding meetings with the 
various economic ministries to assess the weak links in the system. While the 
bureaucrats believe that the perception is not in line with reality, they also | 
realise that perception is equally, if not more, important. History has it that | 
the government best responds to external factors—be it the forex reserves | 
crisis in 1991 or the present World Bank report. Maybe, we need more of | 
these reports to improve our functioning! x 





BALAJI CHANDRAMOULI 


SOFTLANDINGFORFDIIN RETAILPLANNED 

FIRST, IT WAS SINGLE BRAND RETAILING. NOW, THE GOVERNMENT IS PLANNING TO 
allow FDI in retail trade on a sector-specific basis. Commerce Minister Kamal 
Nath is advocating FDI in retail areas such as sports goods, stationery, con- 
struction material and electronics in a manner that does not affect small and 
neighbourhood shops. 

The Ministry is currently preparing a Cabinet note on this issue, featuring 
details on the modalities and the percentage of foreign equity that could be 
permissible in sector-specific retail trading. The proposal is likely to be sent 
for Cabinet consideration within the current financial year, according to an 
official in the ministry. 

The commerce ministry is also trying to encourage foreign investments in 
the back-end of retail activities such as logistics management, cold chain and 
technology. Such investments will even help the traditional domestic retail- 
ers. So, the twain do meet! 


ษ ห พ ก ร ง [ง ห 





AMIT MUKHERJEE 


CREATING MORE (FOREIGN) WAVES? 
THE GOVERNMENT IS CONSIDERING THE POSSIBILITY OF RAISING THE FOR- 
EIGN investment limit in the FM radio business from 20 per cent to 49 
per cent. According to the FM station owners, this move will allow them 
to improve their finances. 

It is estimated that Indian FM radio companies need investments of over | 
Rs 3,000 crore to complete their rollout plans. Domestic FM radio compa- | 
nies registered losses of over Rs 450 crore on revenues of Rs 220 crore last | 
year. Foreign funds in such a scenario are surely welcome. 

AMIT MUKHERJEE 
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Born in this age of ideas, we, at Edelweiss, M 0 ns e new w 


nurtured youthful” enthusiasm: and thought b yis | + fom ng t 


innovation has been our calling. card | and kno: 
distinction. Together, thev provide us with sharp: insi 


ei 


ideas create, values protect 


investment Banking * Institutional Equities * Private Client Services * Wealth Management * Asset Management * Insurance Brokerage 
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For more information call +91 22 2286 4330, write to info@edelcap.corm or visit www.edelcap.com 
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Ree of diode iens ส ย ง This, ane his: 
` relative lack of facility with the English language, is 


possibly why he is known to be a man of few 
words. “| built LG in India from scratch—all 50 
- acres of it,” he says of LG's state-of-the-art factory in 
. Greater Noida. There's more than a grain of truth in 
. that statement. LG first entered India as Lucky 
ง 0 








came 1997, “ร 


. foreign companies to set up shop in India, with 
v Mira 20-year LG Veteran, atitshelm. — 


"We came to India with a single-point objective," 


says Kim, who is moving to Bangkok as head of 


| LG's Asia Pacific and Australia operations, "and that 
was to be the #1 consumer electronics player in the 


` country." That's a goal he has achieved. From a 
turnover of Rs 125 crore in 1997, LGEIL has 
- grown into a Rs 9,000-crore company. Its target for 


2010: Rs 45,000 crore. LGEIL has a market 


share, by volume, of around 30 per cent in most of 


| the segments. it operates in—in refrigerators, itis 30 
per cent, in TVs, itis 26.5 per cent colour TVs, in 
washing machines, it commands a 36 per cent 


share, and accounts for 38 per cent of all micro- 


. wave ovens sold in India. It also has a significant - 


-share in the air-conditioner and mobile phone 


- markets. Kim handed over the baton to LGEIL's 


Deputy Managing Director Moon B. Shin on 
. January 1, 2007. 


AMAN MALIK 
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NUMBERS OF NOTE 


Rs 2,34,903 crore: The amount raised in 


2006 by Indian companies and banks via equity and 
debt issues in domestic and overseas markets 


1 030. The number of Fils registered till 
December, 2006 


Rs 9,43 1 crore: The amount Prasar Bharti will 
need to turn digital in order to telecast Commonwealth 
Games 2010 in high-definition TV format 


$103 billion (Rs 4,63,500 crore): The total 
value of India’s exports in 2006 


Rs 70,000 crore: The current market size of 
India’s FMCG sector 


$172,425 (s 77.59 lakh): The price of 


the Montblanc Solitaire Mountain Massif Skeleton. 
The pen is made of 18-karat white gold and studded 
with 1,277 white and 123 blue diamonds. Only 
three were made in 2006 to commemorate the 
100th anniversary of the German company’s 
founding in Hamburg 


$ 1 . 7 billion (Rs 7,650 crore): The losses Sony 
will probably incur selling PS3s in 2007. It is 
estimated that Sony spends $700-800 to make 
each PS3, against its selling price of $600 


7.25 per cent: Projected SSI (small scale 
industry) contribution to GDP in 2006-07, compared 
to 6.80 per cent in the previous financial year 


75,000. The number of new engineers and 
computer scientists that UK produces annually 


$7.4 billion (Rs 33,300 crore): The amount 
invested by private equity (PE) firms in 299 deals 

in India during 2006. Of this, $2.5 billion (67 deals) 
flowed into the country in the last quarter alone. 
These figures do not include PE investments in 

real estate 


37 per cent: The import 
tariffs on electronic security 
products. The figure for 
telecom equipment is 

12.5 per cent 









ur potential. Our passion. 


i-mate™ K-jam | | i-mate" PDAL —. เท ส ไอ ห SPL 





CHOOSE FROM THE WIDEST RANGE OF SMART PHON ES FROM 
LEADING DEVI ICE PARTNERS- i-mate, DOPOD 








~ MICROSOFT WINDOWS MOBILE POWERED PHONES help you go one step further — — 
than simple e-mails. Now use PowerPoint, work on Word and Excel, open attachments, 
send and receive jpegs, e-mail on the go and use a host of other multimedia options, 
all on ! your Microsoft ห ต Mobile pee handsets. | 








x | i- m ate 60006 | 


$4 a dor Misiin, for Pléssur, ferie c Enjoy "Mobility: 


< For more information! i-mate: 011 4152 - 3030/70/90, เถ อ เอง: 91 9910193399, HP: 1800 42 5 4999, 3030 4499, o, 9350263618. 
ก ป ร แล เม อ ล at all phone stores. Visit www. Ci OSO! ห น น แน น น ล 





e "servite providet See device manae d service s provider and or corporate IT department for details ‘Available programs (บ 85 Microsoft® Offi ice Word i Mobile, ener i 2 
es Mobile, Excel? Mobile, and Qutlook® Mobile), features, and functionality vary by device and. Windows Mobile operating system. Names of products mentioned herein. may be the La 
+Ë wes trademarks of the cd manufacturers Microsoft does not manufacture. any: af the devices featured above. |— , |  McCann/MSFT/00. ม 07 pe 


Run along this bridge. And you will feel alive and free. This bridge* is not just 
about concrete and steel. Every single part of this huge structure is alive to your 
needs, just like the numerous dams, roads, bridges and power plants built by 
HCC. You can see every one of them and feel a little special, while taking pride in 
the infrastructure of India. 


ฆ้ ณ์ >= I r. Yr 
POWER PROJECT 





For more information please contact the Corporate Communications Department, Hindustan Construction Co Ltd, Hincon House, L. B. S. M: 





This bridge is 
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www .hccindia.com 


3 DAMS & BARRAGES | 127 KMS TUNNELS Hindustan Construction Co Ltd 





chroli (W), Mumbai 400 083, India. Tel: «91 22 25775959 Fax: +91 22 25777568. *Built in joint venture. dentsumarcom/2073k/06 
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OPENED: By the 
Railways, the con- 
tainer business to 14 
private operators, in- 
cluding Anil Ambani- 
promoted Reliance 
Infrastructure Engine- 
ering, WEE Distriparks and IL&FS, 
ending the monopoly of Concor. The 
move will swell the government's coffers 
by Rs 2,000 crore annually. 





PROPOSED: By the government, a 
plan to compulsorily blend 10 per cent 
green fuel with petrol and diesel from 
2017. This means Indian auto-makers 
will need to tweak their car engine 
specifications to meet the new fuel 
policy norms. The short-term target of 
the proposal is 5 per cent blending by 
2012 and 10 per cent by 2017. 


PLANNED: By US hamburger chain 
Burger King, which owns 11,129 
restaurants in 65 countries, the launch 
of its brand of restaurants in India. 
The company has mandated Kotak 
Mahindra to scout for a partner. Burger 
King's entry will shake the monopoly of 
McDonald's, which is firmly entrenched 
in Delhi and Mumbai. 


DECIDED: By the Centre and the 
states, to phase out Central Sales Tax 
over the next four years. The phase-out 





will begin in the next financial year—a 
year behind schedule. CST, currently 
levied at 4 per cent, will be cut by one 
percentage point every year over the 
next four years. It is estimated that 
CST will generate more than Rs 25,000 
crore in the next financial year and the 
one percentage point cut will result in 
the states losing revenues of about 
Rs 6,250 crore. 


FOILED: By the 
police, a major ter- 
rorist attack on IT 
campuses in Bangalore 
by the Lashkar-e-Toiba 
(LeT). The police has 
asked IT companies 
to beef up their security arrangements 
after it nabbed the terrorist and recov- 
ered arms, ammunitions and maps 
indicating the locations of IT majors 
Infosys and Wipro and the Bangalore 
airport. 


RAISED: By SEBI, the aggregate ceil- 
ing on investments in ADRs (American 
depository receipts) and GDRs (global 
depository receipts) of Indian companies 
and the equity and rated debt of over- 
seas companies by domestic mutual 
funds from $2 billion to $3 billion. 
Prior to this, SEBI had raised the 
investment cap from $1 billion to $2 
billion in August 2006. 


ARE INDIAN HOTELS REALLY THAT EXPENSIVE? 


DELHI 


"iru 


BANGALORE | 


เฮ แด 


GOA 


intercontinental Ihe Grand h 
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BUT ARE PRICES ANY 
CHEAPER ABROAD? 


NEW YORK: The Ritz Ca 
SINGAPORE: er 
DUBAI: The : 
LONDON Thi 
$446 (Rs 20.070) 
PARIS. Le Meu 
TOKYO in " tt 


I. 
a.) 


VENICE: Hote! Da 
$397 (Rs 14 

















WAR IN INDIA’S 





T'S WAR TIME IN THE NEWSPAPER 
| industry, especially in Mumbai. In a 
mad scramble for circulation—and 
the ad rupees that come with it— 
newspaper houses are going all out 
to lure readers with ever cheaper sub- 
scription offers and buy-one-get-one-free 
schemes that were hitherto the staple 
of FMCG and consumer durables com- 
panies. The protagonists in this battle: 
the Times of India (Tol) Group, 
Hindustan Times (HT) and DNA. 
Says Ravi Dhariwal, ED, Bennett 
Coleman & Co: "We offer Mumbai 
Mirror at an annual subscription of 
Rs 89. There's another scheme under 
which readers get ET or Mumbai 
Mirror or Maharashtra Times free with 
Tol. And most people opted to get a 
free copy of ET and subscribed to 
Mumbai Mirror," he says. HT's busi- 
ness paper is offering a one-year sub- 
scription at Rs 299, while Business 
Standard has recently launched a 


scheme at Rs 750 per year. 
ANUSHA SUBRAMANIAN 


LURING READERS 


Hindustan Times (in Mumbai only) 
Renewal of subscription for existing 
customers: Rs 350 for two years 
Subscription scheme for new 
customers: Rs 195 for one year 
HT Business (in Mumbai and Delhi) 
Rs 299 per year 

HT and HT Business combo offer 
Rs 398 per year 

DNA (in Mumbai) 

Rs 199 per year 

Mumbai Mirror 

Rs 89 per year 

Business Standard 

Rs 750 per year, inclusive of a 
booklet of Sodexho passes (food 
coupon booklets) worth Rs 451 
Times of India 

No schemes currently open. 
New subscription scheme to be 
launched on January 16 
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GLOBAL ENERGY USE AND FORECAST 


The International Energy Outlook projects strong growth for worldwide energy demand over the 27-year period from 2003 to 2030. 


World Marketed Energy Consumption by Country Grouping, 2003-2030 
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Every month, we í bririg) you a using: of the biggest deals struck by Indian 
companies in India and abroad. Our partner: global professional services 
firm Ernst & Young. Here: are the deals that were SARDA in December 2006. 


Deal Particulars: Signaling its M nto the aviation sector, the Tata Group has picked 
up a 7.5 per cent equity stake in the Spicejet for $17.2 million (Rs 77.4 crore), through two investment 
arms, Tata Investments. Corporation and Ewart Investments. The preferential allotment is at an 
average price of Rs 51.40 per share. Two existing shareholders, Istithmar, the Dubai government's 
private equity arm, and Goldman Sachs, also propose to invest $25 million (Rs 112.5 crore) and 
$5 million (Rs 22.5 crore), respectively, in the airline. The funds raised are expected to be used to 
consolidate the airline's operations over the next two years. Spicejet has an existing fleet of 10 air- 
craft and expects to add 18 more by 2008. 






DEALTRACKER. 


Impact Analysis: The investment by the Tatas, which gives it a minority stake in the 
airline, signifies the group's renewed interest in the aviation space. This investment is likely 
to be a precursor to a larger play by the Tatas in this sector. Analysts expect the Tatas to gradually 
increase their involvement in this company and the sector. The investment is also likely to lead to 
a renewed interest in aviation stocks. 
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DEAL OF THE MONTH 





ACQUIRER E E | INDUSTRY TYPE DEAL VALUE STAKE 
I MM MNA sa | (Rs crore} 
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Adani Retail — . 

Best Manufacturing Group (US) | | 
Be-Tabs Pharmaceuticals (South Africa). Ranbaxy Labo “Pharmaceuticals Acquistion” 3M — — 10 
Travel Corporation of India (TCI) — Thomas Cook India (TCIL Travel & Tourism 7 Acquisition = 183. — 100% 
Miller Brothers Manufacturing | Inc (US). 3 Pr om น -Acquisition . 133 | 10% 


Electromags ı Automotive Products — 30 


Pyramids Group (Egypt) — 
Transaxiom (Denmark) 





















Samuels Jewelers (USA) ง /17 ก แล พ x Consumer Product Acquisition 100 97%. 
Amalgam Foods & Beverages . ` Foods & S Beverages: S Acquisition _ E . Undisclosed - . BIA 


d 16% 


PRA ober ii cit dh EE GIT OS SCN NI M BeAradal atr / ear iama asas must VT 


. .. Acquisition ` Undisclosed — 76% 
Acquisition Undisclosed — — 7575. 


TT Enterprises (a division of TTK Group) - 
PT Bank Swadesi Tbk (Indonesia) —— 
Vivek Hire Purchase & Leasing _ 
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Moran Tea Company 1 ร ล 7 i _ Beverages _ e Acquisition . = E — 
ignition Entertainment, UK | | 70% 





Acquisition or 68 e: 
Investment _ Undisclosed — — 4295. 

t Undisclosed 26% 
| I 2. 


Grow Talent (India) — — . —— 
India Games. M 
Mangal | Keshav Holdings (India 
TIK Healthcare Services (India 
Nitesh Estates (India) - 
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| Trans- Anatolian Pipeline comen. 


Cambridge Biostability ( (UK) pope. ๐ 
idea Cellular = Mec เล เล เ 1.576. 


*includes only MBAs, private equity aid wand sale transactions £s A a 
Ernst & Young is a leading M&A advisor in India. While every care has been taken to. compe this dais f 

announcements and other secondary research. Any decision on the basis of the above mentioned in rm 
Business m oF Bust & Young do not undertake any ง in regard to any such i BEIM PI^ 


indo on odia TS company | 
should be taken w after cea ope advice. 
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Weve created several works of art 
Our gallery, of course, is the globe 


Ebene Cyber City, Mauritius Guyana Stadium, West Indies 

Over 140 years of experience in design and construction. 
Staffing more than 1000 engineers. International tie-ups 
and collaborations. It's no wonder that we're well known 
in the global arena. It all started in the 1970s when we 
were the first Indian construction company to enter 


the international market. And in challenging circumstances 
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The Palace of His Majesty The Sultan of Üman, Muscat 





we constructed international landmarks. The spectacular 
royal palace of His Majesty The Sultan of Oman. 
The Exhibition Centre in Mauritius. The upcoming Guyana 
World Cup Cricket Stadium and the only five star hotel 
in Kabul - Serena. Stellar projects that make us an international 
forcetoreckon with. 


AMO/SP/037 


Te Shapoorji Pallonji & Co. Ltd. 


150 9001 


BUREAU VERITAS 


Certification 





ER. 


Tel: +91 2267490000 Fax: +91 22 66338176 Email: bd@shapoorji.com Website: www.shapoorji.in 


SP Centre, 41/44, Minoo Desai Marg, Colaba, Mumbai - 400 005 


bt vital signs 


THE BT 50 GLOBAL ECONOMIC PROSPECTS IN 2007 
Globalisation is expected to spur growth in average incomes worldwide in the next 25 years 
INDEX than during 1980-2005, and developing countries will play a central role in this. In 2007 and 


2008, growth will probably slow in the developing world, but will still exceed 6 per cent, more 
Markets march ahead. than twice the rate in high-income countries, which are expected to grow at 2.6 per cent. 


BT 50 Strong growth in developing economies 
490.03 "8 GOP annual per cent change. 
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0 village? 


Experience Goa as it was meant to be. In our Portuguese inspired village, set in 28 acres of landscaped gardens. Our refurbished 
cottages provide every contemporary comfort, while retaining the laid-back Goan charm. We've enriched the spa experience, added 


a new beach bar, and brought you a new all-day dining experience: Caravela. Come, enjoy a holiday full of local character. 
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Taj Holiday Village 
Goa 


Call Taj Reservations Worldwide on 1 800 111 825 (toll free) / 022 6601 1825, write to trn@tajhotels.com or visit www.tajhotels.com 
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Hard-nosed Haggling 





| ร Videocon’s discounted bid for Daewoo Electronics justified? KRISHNA GOPALAN 


T'S NEVER OVER TILL IT'S 
over—that's the message 
flashing loud and clear for 
Indian promoters on a hunt 
for global assets. The Tatas 
realised that when their bid for 
British steel maker Corus was 





























pipped at the post by a counter- 
offer from Brazilian giant CSN (at 
the time of writing the Tatas 
appeared poised to put in a fresh 
bid). Last fortnight it was the turn 
of Videocon Industries to face tur- 
bulence on the last lap of its 
proposed buyout of Daewoo 


Korea. The initial agreement 
inked late last year between 
DEC's creditors and the Dhoots 
of Videocon along with RH) 
International, a US buyout fund, 
was for an acquisition of 97.5 
per cent stake in the ailing DEC for 
$730 million (Rs 3,285 crore). 
DEC has been in financial trouble 
for a few years now and the 
company has over 40 
creditors which are 
being led by Woori 
Bank and Korea 
Asset Management 
Corporation. DEC's 
financial turmoil co- 
incided with the col- 
lapse of the $80 bil- 
lion Daewoo Group 
in the late 90s. 
Consequent to 
the signing of the 
initial agree- 
ment, the 
Videocon-RH] 
consortium be- 
came the pre- 


Videocon's Dhoot: 
Wants DEC 


Electronics Corporation (DEC) of 


ferred bidder for DEC. Videocon 
then embarked on a due diligence 
exercise of DEC's assets, after which 
it asked for a 13 per cent discount 
on the total deal size. The offer was 
duly rejected by DEC’s creditors. 
The Dhoots and RH] went back to 
the drawing board, and subse- 
quently reduced the discount to 10 
per cent. But that's not cutting any 
ice with the creditors, who appear 
set to rekindle the bidding process, 
which means all the initial bidders— 
which include Whirlpool and Vestel 
Elektronik of Turkey—will once 
again get a shot at DEC. 

Unless, of course, the Dhoots 
can end the stalemate. “We have 
only lost the status of the preferred 
bidder. Daewoo Electronics’ credi- 
tors continue to be in discussion 
with us,” says Venugopal Dhoot, 
Chairman, Videocon Group. He 
clarifies that the price will now be 
decided after the next round of 
negotiations. Discussions between 
DEC's creditors and the potential 
buyers are expected to commence in 
a few weeks. Any bid that is 
accepted will have to receive 
approval from 75 per cent of DEC's 
creditors. According to reports in 
the international media, Woori 
Bank's spokesperson termed 
Videocon's revised offer “unac- 
ceptable" and that they had lost 
their status as a “preferred bidder.” 

For Videocon, the next couple 
of weeks will be interesting from the 
point of how much they will revise 


their bid by, and whether the cred- 
itors will be in a mood to agree to 
the discounted offer. According to a 
Mumbai-based investment banker, 
Videocon is still in the race and it 
now depends on the value of DEC 
from this stage. “It will come down 
to how much of value the other 
bidders see in Daewoo Electronics,” 
says the banker. 

There’s little doubt about the 
benefits that Dhoot can leverage if 
he is able to bag DEC, which would 
work as a gateway to the global 
markets for Videocon. DEC, after 
Samsung and LG, is the third-largest 
Korean consumer electronics com- 
pany. It manufactures and sells a 
gamut of products that include tel- 
evisions, DVD players, refrigerators, 
air-conditioners, washing machines 
and car audio systems. DEC has a 
presence in over 100 countries. It 
has five factories in South Korea 
apart from regional headquarters 
that are spread across Europe, US 
and the Middle East. Overall, the 
advantage for any buyer is on three 
fronts—a global presence, large 
product category and finally 
technology. 

This isn’t the first international 
acquisition being made by Videocon, 
and to that extent it’s no greenhorn 
on the global M&A stage. In 2005, it 
took over the colour tube manu- 
facturing facility of Thomson, which 
enabled the Dhoots to emerge 
amongst the largest colour tube 
manufacturers in the world. 
Thomson also provided Dhoot with 
manufacturing units in countries 
such as Mexico, Poland and China. 
Dhoots' hard-nosed negotiation 
tactics came to the fore during the 
buyout of the Indian arm of 
Swedish consumer electronics ma- 
jor Electrolux, which Videocon 


purchased for Rs 330 crore amidst 1 


stiff competition. DEC may make a 
perfect fit for Dhoot, but for the 
moment he's got to ensure that 
he works out the price to value 
equation just right. 


In the Right 
Zone 


Anand Jain is Mukesh Ambani's 
SEZ man. 


HE TWO MEN WHO WILL HAVE 
Ti biggest roles to play in 
determining how Mukesh Ambani's 
growth ambitions play out are the 
men in the shadows: Manoj Modi, 
who is spearheading the retailing 
venture; and Anand Jain, Ambani’s 
pointman for the Reliance group’s 
special economic zone (SEZ) proj- 
ects. Also a director on the board of 
group company IPCL, Jain has the 


mandate of developing SEZs in 
Haryana and Jamnagar, as well as 
two proposed on Mumbai’s out- 
skirts: The Navi Mumbai SEZ and the 
Maha-Mumbai sez. It was Jain who 
signed the Mou on behalf of Reliance 
for the Haryana SEZ, and it was Jain 
who was involved in acquiring 
stakes in the Mumbai SEZs from Sea 
King Infrastructure (SKIL), promoted 
by Nikhil Gandhi. Today, Anand 
Jain is the CMD of SKIL Infrastructure. 

Jain has been raising money for 
these projects through his family-run 
company, Jai Corp, in which he 
owns 2 per cent, and the Jain family 
88 per cent. In early 2006, Jai Corp 
incorporated two wholly-owned 


Refined Perceptions 


Essar’s refinery begins to hum, finally. 





Essar's Ruia: Back with a bang 


SSAR OIL'S REFINERY IN VADINAR 

in Gujarat is an adequate 
reflection of the group’s progress 
over the years. The project was 
conceived in 1998, but work 
stopped a year later when the fin- 
ancial institutions (Fis) tightened 
the purse-strings, refusing to dis- 
burse funds to the group, which 
was caught in a cash bind. The 
Promoters, the Ruias, were looked 





Toda c i. wh Vadinar refinery is 


finally humming, and the group's 


a $25 billion (Rs 1,12,500 crore) 
line of credit for an acquisition (see 
Who'll Win Hutch? on Page 58). 
The refinery has an installed 
capacity of 10.5 million tonnes, 


- although currently trial production 
. js underway, at 7.5 million tonnes 


per annum (TPA); the company 
expects to hit full capacity in the 
next two quarters. "It is a good 
time for a refinery to come up. 
There has been no new refinery in 
the world for the last two years," 
group. It's such prospects that 
may tempt the Ruias to further 
expand the refinery to 32 million 
tonnes, although the Ruias aren't 
committing anything yet. 

The 10.5 million tonnes cap- 
acity had a project outlay of Rs 
10,800 crore. Essar Oil plans to 
export 30-35 per cent of its out- 


put. *Depending on the oil prices, 
we are looking at a turnover of Rs 


20,000-25,000 crore for fiscal 
2008. Our gross 


refining margins 
will be $6-8 per barrel," adds Ruia. 


KRISHNA GOPALAN 
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bt current 


subsidiaries—Urban Infrastructure 
Trustees and Urban Infrastructure 
Ventures; the latter Rs 5000 crore 
through a seven year close-ended 
fund called the Urban Infrastructure 
Opportunity Fund (UIOF), in which 
Reliance Industries too is an 

investor, of Rs 200 crore. 
Unsurprisingly, the stock of Jai 
Corp, which is in the business of 
steel, plastic processing and spin- 
ning, has surged over 2,900 per 
cent in the last one year to Rs 3,373 
on January 5, 2007, from Rs 112 in 
January 2006. The stock of Jai Corp 
is trading at a P-E multiple of 260 
times. For the 12 months ended 
September 30, 2006, Jai Corp re- 
ported a profit of Rs 11.3 crore, 
on revenues of Rs 280 crore. That 
Urban Infrastructure Ventures and 
Urban Infrastructure Trustees are 
no more wholly-owned subsidiaries 
. of Jai Corp hasn't made the stock 
less attractive. Says a Reliance group 
spokeperson: “The Reliance group 
has the controlling stake in these 
companies." But it's Jai Corp's resid- 
ual stake in these subsidiaries—and 
thereby in Ambani's SEZ ambitions— 
that make it so alluring to punters. 
MAHESH NAYAK 


Bull in the 
KPO Shop 


Rakesh Jhunjhunwala is 
funding a start-up. 


AKESH JHUNJHUNWALA IS BEST 

known as an investor who's 
made a fortune by buying stocks at 
ridiculously low values—well before 
the current bull run began, when the 
Sensex was trading below 3,000 
levels. Of late, though, the big bull 
has been attempting to don a new 
avatar, that of venture capitalist, by 
buying chunks of equity in compa- 
nies like Aptech and Viceroy Hotels. 


40 BUSINESS TODAY JANUARY 28 2007 


* 


Last fortnight Jhunjhunwala 
announced he would pour $5 mil- 
lion (Rs 22.5 crore) in Inventurus, a 
start-up in the knowledge process 
outsourcing (KPO) arena, which will 
focus on two verticals—legal and 
healthcare. 

“Health is the largest but least 
automated industry in America. 
There is great potential for out- 
sourcing in the legal and health- 
care outsourcing space," says 
Jhunjhunwala, who is the primary 
investor for the newly-founded com- 
pany. Industry bodies like Nasscom 
have estimated that addressable 
market potential for outsourced le- 
gal services from the us alone to be 
around $3-4 billion (Rs 13,500- 
18,000 crore). Barely 3 per cent of 
this market has been tapped—a fact 
not lost on Inventurus Managing 
Director Nitin Gupta. 

"There are no 800-pound- 
gorillas like Infosys in the spaces 
where we are playing (healthcare 
and legal),” says Gupta. “We would 
like to come into this market and get 
an unfair share of the market as we 
call it," he adds. The legal out- 
sourcing space is, however, not 
without players. Companies like 
Office Tiger, Pangea3 and Atlas 
Legal Research offer a spectrum of 
legal BPO services. 

It is still early days for Inventurus 
with its top management and delivery 
centre in place in Mumbai. The com- 
pany initially plans to target the Us 
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market with its services and jack up its 
headcount to 1,000 employees in 
two years. To do that, it will have to 
hire lawyers, doctors and other highly 
qualified professionals. Inventurus 
plans to offer end-to-end services in 
both the legal and outsourcing 
space. “Our focus largely would be 
on providing high-end services like 
legal discovery, legal research, case 
preparation, contract drafting in 
the legal outsourcing space. 
Similarly, in the healthcare space, we 
would target our offerings around 
hospital outsourcing rather than 
services for physicians," says Gupta. 
For Jhunjhunwala, the main mo- 
tive as an investor is—as he puts it 

succinctly—to ‘make money’. 
T.V. MAHALINGAM 


Shopping for 
Stores 


The A.V. Birla group kicks off 
its retail game plan. 


ITH SOME OF INDIA'S BIGGEST 

conglomerates—the Tatas, 
Reliance and Bharti—unfolding their 
game plan for organised retailing, it 
was only a matter of time before the 
Rs 40,000 crore A.V. Birla Group got 
into the thick of the action. The 
group, which recently floated its 
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retail arm, Aditya Birla Retail, has 
made its first move by buying over 
Trinethra Super Retail, a multiple 
retail store based in the South. The 
acquisition will give the A.V. Birla 
Group control over Trinethra’s 170 
outlets that are spread across 
Andhra Pradesh, Karnataka, Tamil 
Nadu and Kerala. The stores have 
an average size of around 2,500 
square feet. Trinethra bought over 
Bangalore-headquartered Fabmall 
India’s chain of convenience stores 
about two years, which will now 
enter the A.V. Birla fold. 

For the Birlas, this acquisition 
will be a useful starting point as far 
as a full-fledged retail foray is con- 
cerned. The group has decided that 
it will go in for a Jv with a foreign 
partner and the rollout of the first 
store is expected to take place over 
the next 7-8 months. “This acqui- 
sition demonstrates our intent to 
be one of the leading players in 
Indian retail. We will commit the 
necessary resources in terms of 
funds, efforts and people to build a 
long-term and sustainable retail 
business,” says A.V. Birla Group 
Chairman Kumar Mangalam Birla. 

While the deal size has not been 
made public, Trinethra is expected 
to hit a turnover of Rs 350 crore 
(annualised) by March 2007, which 
will be double the previous year’s 
turnover. The A.V. Birla Group has 
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Dark Cloud Ahead 


Q3 results for the IT services sector will be subdued. 


WILL IT DELIVER? 
Projections of brokerages for the third quarter. 
COMPANIES REVENUES 


(Rs crore) 


Infos Tech )|0818* 





Aggregate of six IT companies 
Estimates are in range 


PROFIT 
Rs crore) 


Q-o-Q 
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2006. 
Note: Estimates received from four brokerages — Merrill Lynch, Ask Raymond James, Motital Oswal and Batlivala & Karani. 


ESULTS OF THE IT SERVICES 

bellwethers typically set the 
trend for stock prices every quar- 
ter. This time around, for the third 
quarter, the prognosis doesn't look 
good, thanks in the main to the 
rupee's 3 per cent appreciation 
against the dollar. According to 
brokerage houses—Merrill Lynch, 
ASK Raymond James, Motilal 
Oswal and Batlivala & Karani— 
the top tier, comprising Infosys 
Technologies, Tcs, Wipro, Satyam 
Computer, HCL Technologies and 
Tech Mahindra, is likely to post a 
5 per cent increase in net profit 


acquired a 90 per cent stake in 
Trinethra while the balance will re- 
main with India Value Fund (IVF), 
which held 80 per cent prior to the 
deal. IVF is run by private equity 
fund Gw Capital, which has in- 
vestors like Gw Capital's CEO, Gary 
Wendt, HDFC, Ambit Corporate 
Finance and IDBI. IVF’s holding in 
Trinethra was bought from ICICI 
Ventures. “The value that Trinethra 
brings to the table is its strong foot- 
print. By the end of this year, 
Trinethra should be touching a 
number of 200 stores," says 


and a 7.3 per cent rise in rev- 
enues. The corresponding figures 
for the second quarter are 13 per 
cent and 18 per cent, respectively. 
Says Sandeep Shah, an equity an- 
alyst with Motilal Oswal Securities: 
“A rising rupee, wage bill and stable 
billing rates will also have a nega- 
tive impact on operating profits.” 
However, companies that gen- 
erate significant revenues from 
Europe—like Mastek, Tech 
Mahindra and Infotech Enter- 
prises—are better placed as the 
rupee has depreciated against the 
pound and the euro. 
MAHESH NAYAK 


Trinethra CEO Pranab Barua. 

Clearly, there appears to be 
space in the fledgling segment of 
organised retailing for all the big 
players. After all, organised retailing 
is just 3 per cent of the entire Indian 
retail pie, and by 2010, Citigroup 
predicts that this pie will be worth 
$284 billion (Rs 12,78,000 crore)— 
currently it is estimated at $225 
billion (Rs 10,12,500 crore)—with 
the organised slice accounting for 

$29 billion (Rs 1,30,500 crore). 
KRISHNA GOPALAN & 
E. KUMAR SHARMA 
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Transmitting 
Value 


Bharti is in talks to offload a 
stake in its towers business. 


HERE'S VALUE LOCKED IN TELECOM 

towers—that's what India's cel- 
lular operators have realised. Bharti 
Airtel has plans to hive off its wire- 
less towers (which are used to trans- 
mit cellular telephony signals) into 
a separate company, Reliance 
Communications (R-Comm) is spin- 
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ning its infrastructure into a fully- 
owned subsidiary, and the Essar 
group, which holds 33 per cent in 
mobile operator Hutchison-Essar, 
has created Telecom Tower & 
Infrastructure to construct telecom 
towers, which will be leased out to 
private operators. There’s also GTL 
Infrastructure, which is rolling out a 
pan-India network of 6,700 towers 
at a cost of Rs 2,030 crore. 
According to T.V. Ramachandran, 
Director General coal, the number 
of towers could be well over 
300,000 towers if the present level 
of sharing does not increase, and the 
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asset base of the Indian telecom 
infrastructure market alone could be 
worth over Rs 75,000 crore by 
2010. Currently, there are more 
than 90,000 cellular towers, and 
another 200,000 will be needed in 
two years. By hiving off the tower 
business as a separate company/sub- 
sidiary, telecom companies stand 
to gain not only from revenues gen- 
erated by leasing out the passive 
properties but by unlocking value 
for shareholders by aligning with 
foreign infrastructure companies. 
Bharti Airtel, for instance, is in talks 
with several such global majors as 
well as private equity funds to sell a 
stake in the soon-to-be-hived-off 
towers company. Bharti plans to 
retain a controlling stake in the 
proposed subsidiary. Bharti ended 
2005-06 with 20,000 towers and 
aims to go up to 40,000 by March 
2007. Motilal Oswal has pegged 
Bharti's estimated net assets at Rs 
24,797 crore by March 2007. The 
new entity would manage not only 
the existing towers but will take 
care of the parent company's 
expansion plan. *We will continue 
to follow our tenet on infrastructure 
sharing as we believe it leads to sig- 
nificant cost savings related to tow- 
ers, shelters, DGS and air-condi- 
tioning, which account for part of 
our overall capital expenditure," 
says Sanjay Kapoor, Joint President 
(Mobiles Services), Bharti Airtel. 

US-based American Towers is 
one of the companies Bharti is talk- 
ing to; it is also negotiating with 
Reliance and Hutch for a share in 
their tower business. Another com- 
pany that Bharti is in talks with is 
Independent Mobile Infrastructure 
Mauritius (MIL), which has lined 
up investments worth Rs 3,000 
crore for India. Both foreign com- 
panies have applied for approval 
of the Foreign Investment 
Promotion Board. 

Meanwhile, R-Comm, with 


assets worth Rs. 32,281 crore (as on 
September 30, 2006), and with 
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12,000 towers currently, will trans- 
fer the existing wireless towers (for 
CDMA and GSM) and related infra- 
structure of the company to a 100 
per cent-owned subsidiary, Tower 
Company. “Henceforth, all new 
towers and related infrastructure 
will be set up by Tower Company 
(TowerCo), with independent 
financing, thereby reducing capex 
requirements and leveraging on R- 
Comm’s own balance sheet,” Anil 
Ambani, Chairman, R-Comm, said 
recently in a statement. 

PALLAVI SRIVASTAVA 


Old Drugs in 
New Bottles 


Should pharma MNCs be 
allowed to patent innovations? 


5 CALL IT INCREMENTAL 
innovation, others evergreening 
of patents. The issue of drug 


patentability in India is a source of . 


conflict between global MNCs and 
Indian generic players. The issue is 
about India restricting patentability 
to new chemical entities (NCEs) and 
not extending it to ‘incremental in- 
novations' such as novel drug 
delivery systems (NDDS), polymorphs 
and isomers. Global major Novartis 
has already tasted the impact of 
this last year when it was denied a 
patent for its anti-cancer drug Glivec 
(imatinib mesylate), used in the 
treatment of chronic myeloid 
leukemia (CML), a slow growing can- 
cer in which the bone marrow 
makes too many white blood cells. 

Last January, the Indian Patent 
office upheld Hyderabad-based 
Natco Pharma's contention and 
refused Novartis a patent on Glivec. 
Natco said that the application 
claimed only a polymorphic form of 
imatinib mesylate and that Section 
3(d) of the Patents Act did not per- 
mit such polymorphic forms to be 


patented. The patent specification, 
it argued, did not bring out any im- 
provement in the efficacy of the 
product over the known substances. 
Today, as a result, Indian generic 
players can freely produce its generic 
versions. Natco, for instance, mar- 
kets imatinib mesylate under the 
brand name “Veenat.” Novartis 
moved the Chennai High Court 
where the case comes up for hearing 
on January 30. 

Novartis' position is that "the 
India law creates new and unjustified 
hurdles in the way of pharmaceuti- 
cal innovators." The company has 
maintained that India, being a sig- 
natory to the WTO TRIPs (Trade 
Related Aspects of Intellectual 
Property Rights) agreements, should 
be interested in promoting the dev- 
elopment of innovative therapies. 
In fact, members of the Organisation 
of Pharmaceutical Producers of India 
(OPPI), which is viewed as a plat- 
form of multinational drug compa- 
nies (and has Novartis India as a 
member and its vC & MD, Ranjit 
Shahani, as its President), have 
maintained that patent protection 
needs to be extended to incremen- 
tal innovations. 

Others, mostly Indian generic 
players, do not seem to buy this 
argument. Their contention is that 
India is only trying to ensure that 
MNCs do not resort to evergreening 
of patents. Members of the Indian 
Pharmaceutical Alliance, which 
mostly has Indian domestic play- 
ers as members and claims to rep- 
resent generic Indian companies, 
argue that the Doha declaration on 
TRIPS agreement and public health 
confirmed the flexibilities allowed to 
WTO members to define patentabil- 
ity in the national laws and India is 
only using this flexibility to pro- 
tect public health and its generics 
industry with the aid of Section 3 
(d). This section *aims to curb the 
abuse of patents that prevent the 
entry of generics on expiry of 20 
years period of patent protection. 


Novartis' Shahani: Patent problem 


Therefore, what the Act essentially 
does is only to filter patents for 
trivial changes, which keep alive 
monopoly of the originator." 

So, does this all boil down to a 
case of the big bad pharma trying to 
make money? After all, the drug 
in question is quite expensive and 
could cost patients over Rs 1 lakh 
per month as against Rs 10,000 per 
month that the local makes could 
cost. Novartis maintains that it gives 
away this drug at no cost to the re- 
ally needy patients. In fact, it has a 
programme for this (Glivec 
International Patient Assistance 
Program) that is administered for 
Novartis by The Max Foundation. 

The Novartis Glivec case could 
set a precedent. "It is estimated that 
there are around 8,000-9,000 app- 
lications filed with the Indian patent 
office, most of which are filed by 
foreign pharma companies during 
the last 10 years. It is also known 
that only about 274 NCEs were 
approved by the us FDA and this 
implies we should expect huge num- 
ber of patents which involve 
improvements or modifications," 
says Komal Shah Bhukhanwala, 
founder and CEO, InnovariP 
Consulting Group, which describes 
itself as an entity founded to provide 
specialised patent services to com- 
panies. Her contention is that section 
3(d) raises the question on how one 
defines and measures efficacy. 

January 30 should provide some 
answers. 

E. KUMAR SHARMA 
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Taking on 
Nokia 


Sony Ericsson wants to be a 
strong #2 in mobile handsets. 


ITH NEARLY SEVEN MILLION 
X subscribers being added every 
month, India is the fastest growing 
cellular telephony market in the 
world, even ahead of China, which 
has been adding at the rate of 6.5 
million subscribers per month, 
though admittedly on a larger base. 
India, as of November 2006, has an 
installed base of around 141.3 
million subscribers, according to 
Association of Unified Telecom 
Service Providers of India. And most 
of these millions are also constantly 
trading up their handsets. With 
new purchases and trading up com- 
bined, the total mobile handset 
market in India has been estimated 
at $3 billion (Rs 13,500 crore). 
India thus far has been largely 
Nokia territory, with the Finnish 
company having a dominant market 
share in excess of 70 per cent, 
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according to a TNs CellTrack study. 
A reinvigorated Motorola as well as 
Korean chaebols Samsung and LG 
trail considerably. Also way behind 
the leader is the Indian operation of 
Sony Ericsson, the five-year-old 
joint venture between Japanese con- 
sumer electronics giant Sony and 
Swedish telecom equipment major 
Ericsson. Sony Ericsson India is 
estimated to have just around 6 per 
cent of the Indian market, consid- 
erably lower than its global market 
share of an estimated 8.5 per cent. 

There are a couple of reasons for 
the company's diminutive India 
presence. For one, it is completely 
absent from the entry level seg- 
ment, which comprise mono- 
chrome, black and white handsets, 
constituting nearly a third of the 
Indian market. For another, unlike 
say an LG or a Samsung, it has no 
presence in the CDMA market and all 
its offerings are in the GSM space 
only. Sony Ericsson also has an 
image issue with the company being 
seen as a player, which addresses 
only the top-end of the market. 

However, Dee Dutta, Corporate 
Vice President and Head of 
Marketing for Sony Ericsson world- 
wide, while acknowledging some 
of the shortcomings, says the com- 
pany is pulling out all stops to 
increase its market share. “The Sony 
name has tremendous brand equity 
in India. We want to leverage that. 
Our aim is to address as many price 
points in the market as possible. 
India and China are very impor- 
tant markets for us." 

As a part of its efforts to leverage 
the Sony legacy, the company's 
music-enabled and camera phones 
are riding on the brand positioning 
of the Walkman and Cybershot 
range of products, respectively. 
Dutta says the company is also 
increasing its visibility and foot- 
print by expanding its dealer and 
distribution network across the 
country. *Our aim is to become a 
strong #2 in the Indian market." 


Refusing to confirm whether the 
company was looking at setting up 
a manufacturing base in India, 
Dutta says: *We are examining all 
options. Depending on market re- 
quirements we will respond ap- 
propriately." The problem for 
Dutta and Sony Ericsson could well 
be that competitors like Nokia, 
Motorola and LG have already read 
the market requirements—more 
affordable handsets is just one of 
them—and have responded by pro- 
ducing out of India. 

VENKATESHA BABU 
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On the internet, user behaviour 
matters more than content. 
ERHAPS THE MOST EXCITING 
feature of the Indian online adv- 
ertising market is not so much the 
advertising itself but the impressive 
buzzwords that keep floating in. 
The latest mantra doing the rounds 
globally—Yahoo, MsN and Google 
are said to be testing this new for- 
mat—is behavioural advertising 
which is being touted as the next big 
thing since contextual advertising. 
Also dubbed as behavioural tar- 
geting, this trend refers to an indi- 
vidual's surfing behaviour, and is a 
bit different from the more com- 
mon targeting method of displaying 
ads matched to the specific content 
of an individual page or to all users. 
Says Rajneesh, Head of Digital 
Marketing (Revenue & Strategic 
Business), MSN India: *With behav- 
ioural advertising, the per user yield 
goes up by two-to-three times. It 
enables marketers to deliver ads to 
consumers based on their online 
behaviour—what they recently 
bought, where they surfed, or what 
they searched for. Based on this 
information, ads can be tailored to 
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SMALL BUT BEAUTIFUL 
Internet advertising is gro 
ADVERTISING MARKET 
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drive users back to the advertiser's 
site to complete the desired regis- 
tration, purchase, or other action." 

Adds George Zacharias, 
Managing Director, Yahoo India: 
"Two things increase the effectiveness 
of advertising in the online medium. 
One, the right ad product should 
be served to the right person to be 
made relevant; and secondly it should 
be beyond just improved creative 
with the right context. Behavioural 
advertising is a method where you try 
to achieve both these effectively." 

Recent international research 
studies reveal conversions are higher 
when people are targeted through be- 
haviour rather than content because 
behaviour can determine person's 
actions. In fact, Microsoft in a recent 
announcement cited a research that 
states behavioural targeting 
increased click-rates by 75 per cent. 
Microsoft said it had collected data 
from over 260 million users of its 
Hotmail e-mail service in prepara- 
tion for combining such information 
with individual search trends. 

Behavioural advertising has taken 
off in a small way in western mar- 
kets. Currently, it accounts for a rel- 
atively small percentage of online 
advertising. As of now, only 8 per 
cent of all online advertising is be- 
haviourally targeted. A global study 
released by iMedia Communications 
and the Ponemon Institute said 
behavioural targeting was to increase 
by 65 per cent in 2006. 

However, in India behaviour 
targeting is yet to take off. 
“Online advertising in India is 
just about picking up. It has 
changed from banner advertising 
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to more creative rich media ae 
of advertising and has further po- 
tential to grow,” says Sunda- 
raman. Adds Rajneesh: “Behavio- 
ural targeting cannot be done in a 
portal scenario like e-mail por- 
tals and Messenger. Secondly, 
there has to be enough internet 
penetration. We at MSN are con- 
stantly evaluating these new for- 





mats and opportunities.” Sources 
indicate that MSN in India is trying 
to test behavioural targeting on 
live.co.in (Windows' live search 
beta). While Yahoo has rolled 
out behaviour targeting across 
the world, in India Zacharias says 
that it will take time before it 
starts off in India as the media it- 
self needs to grow. 

According to a study by Internet 
and Mobile Association of India 
(IAMAI), in India internet penetra- 
tion is less than 2 per cent of the 
total population and the online 
advertising market is only 0.5 per 
cent of the total ad spend. The good 
news, of course, is the potential 
that hides behind those numbers. 

ANUSHA SUBRAMANIAN 


Where Angels Love to Tread 


Corporate honchos get together to sniff start-ups. Déjà vu? 


Tq CALL THEMSELVES MUMBAI'S 
Angels, inspired perhaps by 
private equity investor Pravin 
Gandhi’s Band of Angels, which 
invests in start-up/early stage ven- 
tures. Set up by 25 honchos from 
the business world, Mumbai 

Angels claims it’s one of a 
kind. “Ours is a forum 
where angel investors can - 
learn about budding en- 
trepreneurs and their busi- 
ness plans in Mumbai. All 
the members are execu- 
tives, professionals or suc- - 
cessful entrepreneurs | 
who have the time, 
sources to mentor the 
newer companies,” 
says Shantanu 
Surpure, one of the 
angels who is a part- 
ner at the Mumbai- ` 
based Economic Laws 


WPP's Kapur: Hunting 
for start-ups 
















Practice (ELP), which specialises in 
venture capital, private equity and 
cross-border transactions. 

Mumbai Angels is the brain- 
child of Sasha Mirchandani, venture 
partner with BlueRun Ventures, 
and Prashant Choksey, CEO of the 
Choksey Group. The band also 
includes Ranjan Kapur, former 
Executive Chairman, O&M 
India, and now wep Country 
Head. Mumbai Angels has 
๒ invested roughly $0.5 
million in MKHOj, a 
mobile vAS company 
and another $100,000 
in Delhi-based on- 
line DvD rental com- 
pany Madhouse 
Media for its nati- 
onal rollout. Invest- 
ments are in the 
$200,000-$500,000 
range and the band 
to close at least 

10 deals in 2007. 
PALLAVI SRIVASTAVA 
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“We're Always 
Looking for 
Acquisitions” 


Recently Robert E. Lerwill, CEO, 
The Aegis Group, a global 
marketing services giant, was on a 
whistle-stop India visit, when 
BT’s Deepti Khanna Bose caught 
up with him to know more about 
the group’s much-publicised split 
with Percept and plans for India 
in 2007. Excerpts: 


What are you doing in India? 
I’m here today because India is one 
of the fastest growing areas in the 


world; and there's a huge amount of 


willingness on our part to invest 
directly. Also, as we win global 
clients, we like to ensure that we can 
service them in India as well. 
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How is the Aegis Group doing in India 
(post your split with Percept)? 

It’s doing well. In the last few 
weeks, we’ve aligned ourselves to 
become independent and flexible 
in India. The jv that we had with 
Percept and various businesses 
related to it have been useful and 
both sides felt that a mutual split 
would be beneficial. We're able to 
go forward ourselves to develop 
businesses in a way that we think is 
best in line with Aegis' global strat- 
egy. We're well-placed to do that; 
we've had a few good wins in Carat 
in 2006 that compensate for any 
loss of business after the split with 
Percept, so we're looking forward 
to a good 2007. Aegis also has 
Synovate, which is our market- 
research arm, and has five offices in 
India with 300 people; it's #3 in the 
research marketplace. Synovate deals 
not only with global clients, but 
also a lot with strong local clients. 


of helicopters... 


perience. India s leading 


! จ excellen e IN Thy 


pters Limited 


IMIK KAR 


SOL 


Nation's largest fleet 





Aegis’ Lerwill: Exploring new avenues 
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DEEPAK G. PAWAR 


We feel very confident about India. 
What part of the global pie does Aegis 
India contribute to, and what can you 
share with us of your expansion plans 
in 2007? 

It's not a huge proportion com- 
pared to mature markets like 
Germany, the UK, France, Spain, 
or even the Us which we've built up 
over the last six years; but the 


direction that we're strategically in 
is one in which we want to build a 
higher ranking in both media and 
market research. Now there are a 
few ways in which one can increase 
rankings and revenues. The first 
one is through organic growth— 
that is, with Charles (Berley 
Jenarius, Group CEO, India) going 
out and getting more business, and 


J&J's India Prescription 


The R&D talent in India excites the pharma giant. 





J&J's Shetty: India on his mind 


T IS RARE TO FIND AN INDIAN 

heading the operations part of a 
global pharma major unlike say 
in Information Technology. Dr Ajit 
Shetty is an exception. Originally 
from Mangalore, Karnataka, Shetty 
was elevated as Corporate vP 
(Worldwide Operations) of the 
$50.5 billion (Rs 2,27,250 crore) 
Johnson & Johnson (J&p in January 
2007; he will continue to be 
Managing Director of Janssen 
Pharmaceutica (the pharma wing 
of J&J, the other two being medical 
devices and consumer products) 
is one such rarity. On his first visit 
to India after his elevation was 
announced, Shetty was gung-ho 
on Big Pharma's ability to con- 
tinue coming up with cures for 
mankind's ailments. *While there 
have been some setbacks to the 
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existing model of drug discovery, 
the system still works with a few 
tweaks. We at J&J are excited 
about our product pipeline for the 
near future." 

However, Shetty doesn't 
appear that upbeat about J&J India 
which contributes an estimated 
$150 million (Rs 675 crore), or 
less than 1 per cent to the par- 
ent's global revenues. He says that 
unless the government sufficiently 
incentivises pharma companies, 
several of them will choose not 
to bring their latest products. 
"Better IP protection and the abil- 
ity to price so that R&D invest- 
ments can be recouped are some 
of the issues which the govern- 
ment needs to address," he adds. 

What Shetty is bullish about is 
Indian talent for research & dev- 
elopment (R&D). Janssen Pharma 
currently has a small 20-plus mem- 
ber R&D team, which is set to be 
expanded. *Our intention is to 
tap the skill-set base available (in 
India) at an affordable price for 
our global R&D efforts. So we will 
step up our manpower here in this 
regard. We will also partner with 
Indian companies wherever it 
makes sense to both of us. Already 
we outsource some work including 
some clinical trials to companies 
here," adds Shetty. 

VENKATESHA BABU 


the second is for The Aegis 
Group—in this case Carat—to be 
successful in more global pitches. 
And thirdly, there is the acquisi- 
tions route; and there we can 
increase our market share by buying 
companies who we want and that 
want to Join us. 

We're always looking for pote- 
ntial acquisitions; in 2005, we made 
around 30 acquisitions in the entire 
group. We didn't make too many in 
2006, not because we can't afford to 
do it—we have a very strong bal- 
ance sheet—but partly because in 
market research we were able to 
have completed our global foot- 
print, so there are no areas theo- 
retically that we're not in. We are 
building up areas of practice in 
automotive, healthcare and retail 
etc in market research; in media, we 
made a lot of acquisitions in digi- 
tal—over 20 per cent of our media 
revenues are from digital. 
Worldwide 5 per cent of revenues 
come from digital media, in India 
it’s 2 per cent, so there's a huge 
potential here as broadband pene- 
tration increases, as mobile becomes 
a more acceptable medium of in- 
terfacing with the internet. By grow- 
ing in those areas either organically 
or by acquisition, you will see us as 
a larger force in India. 
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Plenty 


How much is Indiabulls 
Real Estate really worth? 


N THE LAST LINE TRADING SESSIONS 
Lor 2006, the stock price of 
Indiabulls Financial Services zoomed 
by 31 per cent to Rs 700. The surge 
had little to do with punters in a 
partying mood but was linked with 
the company’s decision to de-merge 
its real estate business. For every 
one share held in the flagship, 





LAKSHMIPAT SINGHANIA-IIM, LUCKNOW 


NATIONAL LEADERSHIP AWARDS 


The hon'ble Prime Minister acclaims eminent leadership of the country. 
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investors will get one share of 
Indiabulls Real Estate Company. 
These investors would surely be 
licking their chops, after witnessing 
the heady northward movements 
of real estate scrips, some of them 
which got listed in 2006 at 
astounding premiums of close to 
600 per cent. 

What makes Indiabulls Real 
Estate more attractive is the valua- 
tions being bandied about for its 
six real estate projects. Mumbai- 
based consultancy Knight Frank, 
for instance, has estimated the value 
of these ventures—including their 
development potential—at a mind- 
boggling Rs 21,570 crore, of which 
Indiabulls Real Estate’s stake is put 
at Rs 15,130 crore. The firm has 
valued the stock of Indiabulls Real 
Estate at Rs 796.2 per share. 
However, analysts have different 
opinions that have lowered the share 
price by 47-55 per cent to Knight 
Franks’ value at around Rs 423- 
430 per share. 

However, not everyone’s as 
bullish. Says Gaurav Pathak, a 
research analyst at brokerage firm 
Edelweiss: “Unlike Knight Frank, 
we have not accounted higher 
realisation from the SEZ projects 
of Indiabulls.” Edelweiss has pegged 
the value of Indiabulls Real Estate 
at a relatively sober Rs 8,300 crore, 
55 per cent lower than Knight 
Frank’s valuation. Merrill Lynch 
too has been cautious, arriving at a 
valuation that’s at a 47 per cent 
discount to that of Knight Frank. 
The huge gap in valuations can be 
attributed to the differing risk per- 
ceptions of Indiabulls’ plans for 
special economic zones (SEZs). 
Merrill Lynch has fixed a value of 
Rs 3,300 crore for Indiabulls’ SEZ 
ventures, as compared to Knight 
Frank’s aggressive Rs 9,420 crore. 
If Knight Frank’s valuations are 
realistic, investors stand to make a 
neat killing the day the demerged 
real estate stock lists. 

MAHESH NAYAK 


54 BUSINESS TODAY JANUARY 28 2007 


HEADY NUMBERS 
Indiabulls’ Real Estate Valuations. 






Projects 


Jupiter Mills 
Elphinstone Mills 
Tehkand Housing 
Sonepat Township . 
Gurgaon Housing ` 
Multi-SEZ 

Total 
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Elphinstone Mills, while in other non-SEZ project its holding ranges from 25.5 to 100 per cent. 


All figures in Rs crore 


Source: Merrill Lynch 


Search and Research 


Yahoo to set up a lab in India focussing on next-gen tech. 


HY WOULD AN INTERNET 

search engine-cum-web dir- 
ectory that aims at eyeball aggre- 
gation be interested in hiring econ- 
omists, ethnographers, cognitive 
psychologists and sociologists? The 
answer from Prabhakar Raghavan, 
head of Yahoo research world- 
wide, is that current search tech- 
nology is very primitive and there 
is a long way to go. “For instance, 
on Yahoo alone there are some 
3.5 billion pages used by 500 
million people who access it. Four 
billion e-mails are exchanged gen- 
erating 12 terabytes of data every 
day. While all this is impressive, 
people are not interested in search 
results, they are more interested 
whether they can get their job done 
by using the Net. There is a lot of 
scope to improve the search 
experience and that is where our 
efforts are concentrated.” 

Yahoo Research is focussing 
on five areas, including search, 
Machine learning, microeco- 
nomics, design and community 
systems. Yahoo, which already 
has a product development cen- 
tre, is looking to set up a 
pure research lab in 2 


India. Its product development 
centre plays a key role in its world- 
wide operations, through offerings 
like Yahoo Answers, and 

employs around 700 people. 

The new Yahoo India research 
lab will work on next-generation 
technologies and it is in this con- 
text the company would be hiring 
people from different backgrounds. 
Ethnographers and psychologists 
will, for instance, help the com- 
pany understand online commu- 
nities and social search. 
VENKATESHA BABU 






















Yahoo's Raghavan 


value* 

3,650 1,840 
2460 | 1240 

470 120 
1920 780 

770 770 

3,800 3,300 

12,670 8,050 


WvaAvd ๆ ง ห ห ลา 30 








| vice Bureau. ° 
` M prepare For 5er 
| puplish To The Wet 





INSTANT-ON TECHNOLOGY 


The realities of office printing 

In a normal office environment, printers are required to perform quickly while producing excellent quality prints. 
In addition to the number of pages printed per minute, it's important to consider the first-page-out speed. 

A typical print job illustrates how important first-page-out speeds are: 

๑ The average job is 3-5 pages. 


๑ For users, printing time starts from the moment they initiate a print job to when they pull it from the printer. No one 
wants to wait for a job to start printing. 


๑ Businesses do not want to waste money and electricity keeping their printers on active mode to increase 
first-page-out speeds. 





Faster first-page-out from powersave mode 


Speed up printing with Instant-on Technology 


Instant-on Technology uses a cutting-edge fuser innovation to 
produce faster first-page-outs. In fact, HP print jobs can be finished 
before many printers have even started printing. This means less time 





spent waiting for prints and more time devoted to growing your 
business. 


What's unique about HP Instant-on Technology? 


HP Instant-on Fuser Technology Conventional Technology ° Uses smaller โบ ร อ เร 

No waiting time! | * Uses a better heat conductor: 
| Melal cylinder : I 

New film cylinder Hologen bulb ceramic heating element 


New ceramic heating element 





๑ No gap between the two fusers 
๑ 25% faster warm-up time 
* less power required 


๑ Reduced fan noise 





E 
Direct contact (no gap) Air gop Smaller fuser 


Conserve money and the environment at the same time 


Take advantage of the cost savings associated with reduced power consumption. With Instant-on Technology, HP printers are 
always ready to print, even in power save mode. You'll also save the environment by using less energy to warm up, without 
compromising on the speed and quality of your print jobs. 


๕ HP COLOR LASERJET 

2605 PRINTER SERIES 

et" One-stop print shop 

Rs. 20,999" cowards 

* Up to 12 ppm; memory upgradable 

to 320 MB RAM 

* PostScript support 

* Available with memory card slots 

* 1 year on-site warranty 

Available: 2605, 2605dn, 2605dtn 





HP LASERJET 

P2015 PRINTER SERIES 

Reduced printing cost 

Rs. 15,499"... 

* Up to 27 ppm; memory upgradable 
to 288 MB RAM 

* PostScript support 

* 15,000 pages per month 

* 400 MHz processor 

* 1 year on-site warranty 

Available: P2015, P2015d, P2015n 


HP LASERJET 
M1005 MFP 


Affordable laser mip 
Rs. 12,999" 


Print, Scan, Copy 
* Up to 15 ppm; 32 MB RAM 


HP LASERJET 
P3005 PRINTER SERIES 


More for the same 


Rs. 33,999 onwords 





Professional Results Every Time 
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If you can't wait for your first print, then don't. Try HP's new range of LaserJet printers. Featuring Instant-on 
Technology, these printers have very short warm-up times when coming out of power save mode, effectively 
delivering prints up to 35% faster. This means greater productivity at the workplace, which is something 
HP always aims for with its customer-centric innovations. Perhaps its the reason why HP has sold over 100 
million LaserJet printers to date. So start spending less time waiting and more time engaged in business, with 
HP's LaserJet printers. 


To check out the entire range of HP Laserjet printers visit us at www.hp.com/in/printer 





HP Laserlets 





SMS "IOT" to 7575 
Call 3030 4499 (from mobile) or 
1800 425 4999 (from MTNL/BSNL lines) 






Instant-on 





Technology 


No warm up time 








"Est. street price, taxes extra. Conditions apply. The product visual shown may vary from the actual product. © 2007 Hewlett-Packard Development Company, LP 





HP COLOR LASERJET 
CM 1015/1017 MFP 


Affordable color mip 


Rs. 34,999" onwards 
Print, Scan, Copy 

* Up to 8 ppm; 96 MB RAM 

* 300 MHz processor 

* PostScript ready 

* 1 year on-site warranty 
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Arun Sarin/ CEO | 
Vodafone ` 
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Its large India footprint, the lack of acquisition targets in the 
world’s fastest growing telecom market, and the rosy prospect 
of grabbing majority control in India’s fourth-largest cellular 
operator make Hutchison Essar a red-hot play. KRISHNA GOPALAN 





„India is an interesting market along with many 
other markets in Asia and we are constantly on the look 
out for opportunities and will be evaluating many 

interesting prospects... 
Spokesperson, Telenor, Norway’s largest telecom 
company, to Business Today 


VEN IF YOU AREN'T ONE OF INDIA'S 143 MILLION 
cellular phone users, it wouldn’t take you 
too long to single out Hutchison Essar Ltd 
(HEL) as one of those “interesting prospects”. 
India’s fourth-largest wireless operator with a 
subscriber base of a little over 22 million has be- 
come the most sought after asset in the recent history 
of global mergers & acquisitions, what with Li Ka- 
shing, the promoter of the Hong Kong-headquartered 
$3.13-billion Hutchison Telecom International (HTIL), 
putting its 67 per cent holding in HEL on the block 
(19.55 per cent of it is held indirectly via a com- 
pany called Telecom Investments India, which has HEL 
Managing Director Asim Ghosh and Max India 
Chairman Analjit Singh as shareholders), With HEL in 
play as the backdrop, and going by the reams of 
speculation generated in recent days, one would be 
tempted to assume that the company that made the 
statement about evaluating prospects in India could be 
Vodafone. Or Verizon. Or Maxis. Or Orascom. Or 
even the uK-headquartered Hinduja Group. After 
all, each of these global majors has either evinced, or 
is said to have evinced interest, in the assets of HEL, 
which stood at Rs 4,052 crore for the first half of 
2006. Also in the running are domestic corporations 
Reliance Communications (R-Comm) and the Essar 
Group, which holds 33 per cent in HEL via its holding 
company Essar Teleholdings Ltd (ETHL). 


WHY EVERYONE WANTS HUTCH 


The financials look good... 





...and the 


Figures in ‘000 


* At the end of November 
across 15 circle 


N.A. 


ERIT 


N.A. 


Profit after 
taxes 
itt 200: 


EBITDA margin 32.7% 32.4% 


Figures in Rs crore Me First half ended June 30, 2006 
Year ended Vecember 31, 2005 


EBITDA 


TT | TIT. 
EBITDA: Earning 


EBIT: Earnings before interest 
ARPU: Average re 








SUITOR #1 


VODAFONE 


Background: The largest 
mobile company in the 
world, which closed fiscal 
2006 with revenues in 
excess of £29 billion 


Financial health: Huge revenues of £29.35 billion in 
2006, but the net loss of over £21.8 billion over- 
shadows the topline. Has been under fire from its 
shareholders for its slow growth rates 


Presence: Spread across 26 countries. Also has 
partner networks in another 34 countries. Across its 
subsidiaries, JVs and affiliate partners, Vodafone 
has over 190 million subscribers 


Why Hutch-Essar is important: A limited Asia 
presence—just a 3.3 per cent holding in China 
Mobile—coupled with the fact that most of its 
other markets like the UK, Germany and Australia 
are saturated, make a presence in the world’s 
fastest growing market an imperative 


PROBABLE SCENARIOS: 

e Buying out HTIL’s stake and having Essar as 

the JV partner 

e Buying out HTIL's stake and having another Indian 
holding the balance 33 per cent 

e Buying HTIL's stake and then buying more from 


Essar to increase the total holding to 74 per cent. 
Essar could hold the balance 26 per cent 






subscriber base and usage are burgeoning. 


Nm Po paid Customer EET: 
006. Hutchison-Fssar had ) tof 
out Of a Maximum of Z3 


Blended ARPU (Rs) 
Blended minutes of usage 


petore interest. taxes. de 
ang taxe 


venue per user (per mont! 
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But, even as HEL’s value on paper—or should we say 
newspaper—hit an upper limit of $22 billion at the 
time of writing, BT learns that the scramble for Hutch 
may not be restricted to just the international and 
domestic players mentioned above. In fact, Br's analy- 
sis reveals that the likes of Verizon and Orascom are un- 
likely bidders, and, in fact, there could be a clutch of 
other global telecom giants readying to throw their hat 
into the ring for Hutch. These include Russia's Sistema, 
Spain's Telefonica and Telenor, with one of its 
spokespersons making the above italicised statement to 
BT, about looking out for opportunities in India along 










SUITOR #2 


RELIANCE 
COMMUNICATIONS 


told the media recently that - 
the acquisition of Hutchison Essar would fit well with 
his company's existing business. Ambani claims he 
has received commitments from large banks. He is 
teaming up with the Carlyle Group for this acquisition 


Financial health: For the third quarter of 2006-07, 
R-Comm had revenues of Rs 3, 525 crore with a ut 
after tax (PAT) of Rs 702 crore | 


Presence: Has a large CDMA presence in India, which 
cuts across 21 circles with a subscriber base of more 
than 25 million. GSM operations have 3.5 million 


subscribers in eight circles. Also owns Flag Telecom, 


a leading provider of bandwidth 


Why Hutch-Essar is important: Will nad R-Comm 
undisputed leader in India, with over 50 million 
subscribers. Also, by one estimate, could save $5 
billion in capex and opex over the next five years if 
Hutch is acquired, as against. mne up a greenfield 
pan-India GSM network 


. PROBABLE SCENARIOS: 


e Buying over HTIL' stake and working with Essar 
holding a 33 per cent stake | 


e Buying over HTIL and Essar to have 100 per cent ว 
control 


e Buying over HTIL and Essar stakes completely and 
getting in a strategic partner at a later date 
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with other Asian markets. Besides a presence in the 
Nordic region and other parts of Europe, Telenor 
has operations in Asian countries like Malaysia, 
Thailand, Bangladesh and Pakistan. India would com- 
plete the picture for this company, which has a sub- 
scriber base in excess of 80 million. 

Of course, Telenor is still a rank outsider in 
the bidding war for Hutch, but the short point is that 
virtually every global telecom major worth its trans- 
mission towers will be taking a close look at Hutch. 
Whilst most of them would be looking for majority 
control, a few wouldn’t mind settling for a minor- 
ity stake (perhaps the part offloaded by the Ruias of 
Essar, if at all they decide to do so). And financing 
the acquisition is the least of the problems, what 
with bankers falling over each other to bankroll 
the deal. The reasons for such enthusiasm are many. 
The biggest one is a presence in a market of 143 mil- 
lion subscribers that’s growing at a mind-boggling 
rate of 5 per cent on a month-on-month basis, 
making it the fastest-growing cellular market in 
the world. What’s more, penetration levels are still 
low at 12 per cent (less than 2 per cent in rural 
India), and as developed telecom markets slide into 
saturation, India is clearly the geography where 
most of the long-term potential is concentrated. 


And then there’s Hutch itself, which an- 
y alysts tout as the best-run Indian cellular 


operation in 16 circles, with clear 






leadership positions in Mumbai, 


HUTCH IN INDIA 
1994 


Hutchison Max Telecom Limited (HMTL), a joint 
venture between Hutchison and Max, wins the 
licence to provide cellular services in Mumbai 


1995 


HMTL launches mobile services in India under 
the Max Touch brand name 


.1998 
Hutchison and Kotak together buy out a large 
part of Max India's holding through a JV called 
Telecom Investments India (TII). Max's stake in 
HMTL is down to 10 per cent from 51 per cent 


2000 (January) 


Hutchison acquires a 49 per cent stake in 
Sterling Cellular in the Delhi circle from 
Swisscom, an Essar Group company. A few 
weeks later, the Orange brand name replaces 
Max Touch in Mumbai 





~ 


Kolkata and Gujarat. Average revenues per user are 
higher than the industry average of Rs 335, and 
margins at the earnings before interest, tax, depre- 
ciation & amortisation (EBITDA) level are immensely 
attractive at close to 33 per cent. What’s more, it is- 
n’t often that an acquisition with the juicy prospect 
of a majority holding comes along—that too of a 
player with a large footprint, with Hutch present in 
16 out of a maximum of 23 circles. 

So, who will snare Hutch via a deal, which one of 
the bidders touts as “largest to come out of Asia, ever 
(barring the transactions involving government- 
owned entities in China)”? The £29-billion Vodafone 
is one obvious bidder. At the time of writing, 
Vodafone had met with D.S. Mathur, Secretary, 
Department of Telecommunications (DoT), Sources 
also indicated that Vodafone had mandated Ernst & 
Young (E&Y) to conduct a due diligence on Hutchison 
Essar. (Goldman Sachs is advising HTIL on this deal. 
Essar is being advised by JM Morgan Stanley). 

Barring China, the UK operator does not have a 
presence in Asia and India fits in well with its objective 
of growing in emerging markets. Vodafone's recent 
decision to sell its 25 per cent holding in Swisscom for 
£1.8 billion, apart from diluting its holdings in Japan 
and Belgium, confirms its focus on markets that of- 
fer greater potential. “India is clearly the best frontier 
of growth in emerging markets, apart from possibly 
Indonesia. In that context, India for Vodafone is 
an obvious choice," thinks Subhabrata Majumder, 


2000 (July) 


company, Aircel Diglink India Ltd 


SUITOR #3 


แอ ล ผัง เส อ TAM S pir oid 
Hutchison Essar—which stood at just around 18 
per cent a couple of years ago—estimated to be 
worth roughly $7 billion ee | 


Financial health: Steel and refining are expected to- 


generate cash flows of Rs 45,000-50,000 crore in 
a year. Claims to have lined up $25 billion in 


acquisition financing from global banks purely on the 
strength of the telecom holding company's financials 


Presence: Via Hutchison Essar, ห Stee 


16 circles 


Why Hutch-Essar is important: Has a head start 
with its 33 per cent, 5 
secure the best valuation for it 6 


PROBABLE SCENARIO: 
e Well placed to be a buyer, pari oce, 
but the third option is most likely 


signs agreements with the Essar Group to 





single entity. A little later, Hutchison Essar 


Hutchison and Kotak together acquire a 2003 


100 per cent stake in Usha Martin Telekom 
in Kolkata circle 


2000 (September) 


Hutchison acquires a 49 per cent stake in 
Fascel, which operates in Gujarat, from 
Shinawatra 


2001 

Hutchison puts in the bid to provide cellular 
licences in Chennai, Andhra Pradesh, 
Karnataka and Maharashtra. It wins all 
except Maharashtra 


2003 

Essar Teleholdings sells its operations in 
Rajasthan, Uttar Pradesh (East) and 
Haryana to Hutchison Essar. Essar was 
running these operations through group 


Hutchison acquires licence to provide 
cellular services in Punjab. This is bought 
from Escotel 


2004 

Hutchison Telecommunications 
International Ltd (HTIL) gets listed on the 
Hong Kong and New York stock exchanges 


2004 

Launches services in Punjab, West Bengal 
and Uttar Pradesh (West). Also receives 
approval from the regulators to consolidate 
its operations in India 


2005 


Hutchison Essar consolidates its various 
mobile companies in India to create a 


acquire BPL Communications and Essar 
Spacetel. During the same year, Hutch 
becomes a national brand 


2005 


Egyptian cellular service provider, 
Orascom, acquires a 19.3 per cent stake 
in HTIL 


2006 

HTIL acquires a 5.11 stake from the 
Hindujas to increase its direct and indirect 
stake in Hutchison-Essar to 67 per cent. 
Essar holds the balance 33 per cent 


2006 


Hutchison-Essar receives the letter of 
intent (Lol) from the government to provide 
cellular services in six more circles 
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Telecom Analyst, Macquarie Securities (India). For ` 


its part, Vodafone, in an official statement, says the 
Indian mobile market has great potential and that it is 


indeed considering the acquisition of a controlling ` 
interest in HEL. More importantly, it added that “such ` 


a transaction would be consistent with its stated strat- 
egy of selective acquisition opportunities in devel- 
oped markets". 


The tricky part for Vodafone, though, lies in the ` 
regulation for the telecom sector, which clearly spec- ` 
ifies that foreign direct investment (FDI) cannot be ` 
more than 74 per cent. For Vodafone, the logical = 
option would be to acquire HTIL’s 67 per cent holding | 
and then work with the Essar Group, assuming that the. 
Ruias still want to hold on to their investment. If ° 
Essar wants out, Vodafone will have to get in another |. 
partner who is Indian. But that may not prove easy. 
"That would mean a huge fund infusion for the Ruias' 
33 per cent holding. To raise that kind of money | ° 
may not be that easy for most Indian corporations,” ` 


says a source close to HEL. Max India's Chairman 
Analjit Singh is being spoken of as someone who 
could partner Vodafone on the HEL deal. Singh was not 
available for comment. 


Then there's also the matter of Vodafone's 10 per = 
cent holding in Bharti Airtel, India’s largest cellular op- ` ` 
erator, which would be worth roughly Rs 12,000 © 
crore at today's prices. One option for CEO Arun > 
Sarin would be to buy into HEL and eventually merge ` 


that with Bharti Airtel, in the process creating a mono- 


lith with a subscriber base well in excess of 50 million. : : 


The other option would be to offload the 10 per cent 
in Bharti. That stash would come handy in acquiring 


Hutch, considering Vodafone is weighed down by Y 


£22 billion worth of red ink. It's this huge hole in the 


balance sheet that has made a section of shareholders = 
uncomfortable about the prospect of digesting an ac- : 


quisition whose size would be more or less equal to the 
loss staring Sarin in the face. 

But what might just tilt the scales in Vodafone's 
favour is a seemingly innocuous clause in the share- 
holder agreement between HTIL and the Ruias of 
Essar, which has to do with the right of first refusal 
(ROFR). Sources close to the development point out that 
the Ruias have the ROFR only in the event of HTIL’s stake 
falling below 40 per cent in HEL from the level of 67 per 
cent today “and” HTIL selling more than a 10 per 
cent holding to Reliance, Tata or Bharti. “Both these 
conditions have to be met and satisfied for the Ruias to 
have the ROFR on this transaction. The word “and” is 
most important here since both the requirements have 
to be met,” the sources add. The upshot? If Li likes 
Vodafone's offer—or that of any operator other than 
Reliance, Tata or Bharti—he needn't come back with 
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that offer to the Ruias. Observers close to the Ruias also 
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point out that there may be no shareholders’ agreement 
in the first place, and the memorandum between 
Hutch and Essar may be just a “term sheet,” in which 
case the ROFR clause is not legally binding. 

It’s this clause that may throw a spanner in the 
Essar works, which on the face of things is sitting 
pretty on three options: Exit, stay, or buy. The last al- 
ternative doesn’t appear unrealistic, what with the 
group claiming to have lined up acquisition finance to 
the extent of $25 billion from Standard Chartered, 
Citibank and Morgan Stanley, amongst other global 
banks. A buyout appears easier for Essar as it is already 
a proud owner of 33 per cent of HEL, which would com- 
mand a value of $6-7 billion. But the temptation to cash 
in would be equally strong, what with the Ruias having 
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umami AW MA, 
MUTUAL DISTRUST? 


; The Ruias and Hutchison never hit it off. 


: HEY GOT TOGETHER IN 2000 WHEN HUTCHISON i 
T esie 49 per cent in Essar-owned i 
Sterling Cellular. For the next few years, : 

: both partners diligently consolidated operations : 
: under the Hutchison Essar umbrella; for instance, : 
: an Essar Group company had operations in : 
: Rajasthan, Uttar Pradesh (East) and Haryana, ; 
: which were duly merged into Hutch-Essar. By : 
; 2005, however, the cracks began to appear. ; 
: Essar Spacetel, a Ruia Group company, decided : 
: to apply for licences in seven new circles on its i 
| own, isolating itself from the Hutch-Essar JV. : 
: Strangely enough, Essar Spacetel was eventually i 
: merged into Hutch-Essar. So, why did the Ruias  : 
: need to bid for the licences on their own, : 
: wondered observers? 
5 Soon after came the Orascom episode, when : 
| the Egyptian cellular major picked up 19.3 per i 
| cent in Hutchison Telecommunications Internat- : 
: jonal Ltd (HTIL), which gave it an indirect hold- i 
: ing in Hutch-Essar. That did not go down well : 
: with Essar and given the fact that Orascom : 
: already had a presence in Pakistan, the security i 
| bogey became a talking point. And a few months : 
: later when the Hindujas decided to exit their 5.11 : 
per cent investment in Hutchison-Essar, both : 

: Hutch and Essar decided to bid for it—not a : 
| usual course of action for JV partners. More : 
; recently, the partners landed in the courts on the; 
: merger of BPL Mobile Cellular with Hutch-Essar, : 
: when the merger of the Mumbai circle (under : 
: BPL Mobile Communications) was stymied by the  : 
| Department of Telecommunications. The case : 
: hassince wandered into hibernation. : 
5 Such run-ins and the resultant inability to ; 
: make an initial public offering (IPO) for Hutch- ; 
| Essar may have contributed to Li Ka-shings : 
: decision to exit the piping-hot Indian cellular : 
| sector. It may also influence HTIL's decision : 
: not to sell to the Ruias, in case the : 
latter are keen to exercise the : 
option of becoming 100 per : 
cent owners of Hutch-Essar. i 
Both parties selling—either : 
to one buyer or to different : 
partners—appears the more : 
likely win-win scenario. 5 
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TT 
THE HINDUJAS 


Background: Originally held 
a 5.11 per cent stake in 
Hutchison Essar, which 
they sold out in mid-2006 — 
for $450 million P 


Financial health: Group has global revenues of $11 
billion, and officials say raising cash isn't a problem — 


Presence: No presence globally as a cellular - 
telephony service provider. The 5.11-per cent 
stake in Hutch-Essar was courtesy the Hindujas' 
presence in the Gujarat circle 


Why Hutch-Essar is important: Looking at (finally) 
expanding in India, and there can't be more — 
attractive opportunities than Indian telecom 
PROBABLE SCENARIOS: 

e Buy HTIL's and Essar's holding which will give 
them 100 per cent ownership | 

๑ Buy HTIL's stake and work with the Essar น! 
holding 33 per cent 





huge expansions in the pipeline: Of its steel capacity, from 4.5 
million tonnes to 8.5 million tonnes at a cost of Rs 8,000 
crore, and a probable refinery expansion in the medium 
term, from 10 million tonnes to 32 million tonnes per annum 
eventually. What’s more, $7 billion in the kitty—which 
incidentally is more than 3.5 times the market cap of all its 
listed entities in India—would be ample enough for the 
Ruias to scout global shores for steel acquisitions (a la Tata 
Steel). What also makes the likelihood of HTIL selling to 
Essar distant is the past rancour between the two partners in 
HEL (see Essar-Hutch: Mutual Distrust?). The Ruia camp, how- 
ever, brushes aside such talk and says any difference that 
existed has been taken care of. 

A source close to the Essar group points out that the pro- 
moters aren’t closed to selling their stake, as long as they’re 
able to collect a hefty “exit premium”. The Ruias, he adds, 
have been in touch with every one of the interested parties 
—right from Vodafone to Maxis to Reliance—and a meet- 
ing with the promoters of HTIL to iron out any apparent dif- 
ferences with regard to the shareholders' agreement and the 
ROFR clause was also on the cards at the time of writing. 

If the Ruias do decide to hold on to their 33 per cent, they 
might well find themselves collaborating with Anil Ambani, 
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.INCESTUOUS 
LIAISONS? 


: What will Vodafone do with its stake in 
: Bharti if it wins Hutch? 





Partners, for now: Sarin (left) and Mittal 


inevitable question: What happens to its : 
i 10 per cent holding in Bharti Airtel, which it : 
: purchased for $1.5 billion? For a while now, Vod- : 
; afone has been quite open about the fact that it is : 
: keen on increasing its holding in Bharti even as the : 
: other large shareholders—Sunil Mittal and Singtel— : 
; have not exhibited any willingness to dilute their : 
: Stakes. Hutch may just provide the UK giant with : 
: an avenue to grow in the lucrative Indian market. : 
| But if it does take the Hutch route, will it exit its 10 : 
: per cent in Bharti, or will it have a longer-term : 
: Strategic vision of creating a Vodafone-Bharti- : 
: Hutch colossus in India? Sunil Mittal, Chairman, : 
: Bharti, has reportedly termed the Hutch acquisition. : 
: as too expensive, but you can't rule out the pos- : 
: Sibility of him also throwing his hat into the ring, : 


: V sso DECISION TO BID FOR HUTCH RAISES THE. : 


: with or without Vodafone. 


: . Depending on which scenario plays out, it : 
: will be interesting to see what will be the course : 
: of action of Singapore Telecom, which holds a : 
| 32.81 per cent stake in Bharti. An exit is the least : 
: likely option. Apart from its investment in Bharti, : 
; Singtel has a presence in Australia, Bangladesh, : 
: Indonesia, the Philippines, Singapore and Thailand. : 
| India, quite clearly, has been the big story for : 
: Singtel and with Bharti's market capitalisation i 
: reaching astronomical proportions—well over Rs i 
: 1,00,000 crore—Singtel has merely gained over : 
: time. But, like in the battle for Hutch, the money : 
; on the table will provide answers to many of : 


: today’s imponderables. 
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SUITOR #6 


VERIZON 
WIRELESS 


| : The US' 
second-largest cellular 
operator uses CDMA | 
technology and has around 57 million customers; 
has Vodafone as a 44 per cent JV partner 


Financial health: Revenues of $32.3 billion, with 
operating income of $7.38 billion 


Presence: Restricted to the US 


Why Hutch-Essar is important: Any presence 
outside a saturated US market is welcome 


PROBABLE SCENARIOS: 
e Buy HTIL's stake and the Essar Group could 
hold the balance 33 per cent 


e Could join hands with Vodafone to acquire 
the HTIL stake and Essar Group could be the 
Indian partner 


promoter of R-Comm, the pan-India CDMA cellular operator 
desperately looking to create a GSM footprint. With Hutch in 
the bag, Ambani not only comfortably becomes the #1 
cellular operator in India, with a subscriber base of over 50 
million, he also gets an instant presence in the GSM space— 
and pretty cost-effectively too. According to the India head 
of a global private investment firm, if R-Comm does bag 
Hutch, it would save $5 billion in capital expenditure and 
$3.5 billion in operating expenditure over the next five 
years. It's such savings that make the $20-22 billion valuations 
being touted as perfectly reasonable price tags for Hutch. 

Also, while foreign bidders like Vodafone have to contend 
with the 74 per cent cap on FDI, Ambani (or any other Indian 
bidder) isn't pinned down by such restrictions, and can go on 
to buy HEL lock, stock and the Ruias. Ambani, at a recent 
news conference in Mumbai, stated that his company would 
gain the most as far as synergies with HEL were concerned. 
"There is clarity with respect to value creation. R-Comm has 
received commitments from banks and institutional in- 
vestors, which is an indication of our company's soundness," 
he added. He also spoke of having been approached by 
the top 10 private equity players for a possible deal. 

À recent report on the HEL deal by Citigroup states that 
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BIDDING BATTLE 


...and another deal with an Indian flavour. 


ANOTHER BIG 


| WO MULTI-BILLION DOLLAR BIDS INVOLVING INDIAN 
5 IE have gone a long way in putting 
' India on the global M&A map. Whilst the bat- 
: tle for Hutch-Essar is witnessing multiple bidding, with 
: the winner's ticket size expected to cross $22 billion, 
: the tussle between Tata Steel and Brazilian steel 
; maker Companhia Siderurgica Nacional (CSN) for 
; British steel major Corus is equally gripping. The 
: price tag on Corus today is $9.2 billion, but looks set 
: to cross the $10-billion mark, as both parties ready 
: for a final throw of the dice. 

| If the Tatas win the battle for Corus, it will make 
: them the fifth-largest steel producer globally. But 
: that's a big if, going by the way the bidding war has 
: played out so far. When Tata Steel first bid 455 
; pence per share for Corus, or $7.98 billion, few an- 
; ticipated CSN getting into the fray. The Brazilian 
: major did just that, by hiking the stakes to 475 
: pence ($8.4 billion). Tata Steel responded with a 500- 
: pence ($8.77 billion) bid only for CSN to counter 
: within hours with a 15 pence increase. The ball is now 
: in Tata Steel’s court, and the group has to decide by 
: how much, and more importantly, by when should it 


ท 1 โ 11+111 เ 1 ิ 11 ไ ั ั ั ั ั ั ั ั ั ั อั - ะ อ: -- --- - ั - -- ั ----. ั ( ...... 


R-Comm, through this integration, will have advan- 
tages like reducing the time to market and eliminating the 
risks accompanying greenfield GSM overlays. “The ac- 
quisition of HEL would make R-Comm the leader with 
a 36.8 per cent market share, which could scale benefits 
for the company,” adds the report. The question is 
whether the Ruias will sell out to Ambani or will they 
have to work together? Ambani, for his part, has not put 
in a bid and is still looking at options. Given his track 
record, Ambani is not used to sharing control and the 
Ruias may not be willing to play second fiddle. 
Perhaps the biggest surprise in the pack of wannabe 
bidders is the Hinduja Group. According to Abin Das, 
Vice Chairman, Hinduja Group, HTIL has been sounded 
out on the Hindujas’ interest. “Our interest is very real. 
We hold a majority stake in all our businesses and we are 
keen on the same thing in HEL as well,” Das told pr. The 
Hinduja Group held a minority stake of 5.11 per cent in 
HEL, which it sold to HTIL in 2006 for $450 million. Of 
course, now that a majority is on offer, it's a different ball 
game. "The group is liquid and raising funds for this 
transaction will not be an issue," adds Das. Meantime, 
Eygptian operator Orascom Telecom, a 19.3 per cent 
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All set for Jan. 30? (L-R) Tata Steel CEO B. 
Muthuraman and Ratan Tata with Corus executives 


hike its bid; or perhaps, should it put in another 
bid at all? In an attempt to put an end to a potentially 
long drawn out bidding war, the board of Corus 
has set a deadline of January 30 for CSN and Tata 
Steel to put in their final bids. Significantly, if the issue 
is not resolved by that date, an auction will be the 
only way to settle a potential impasse. 

If the Tata Group does bag Corus, it will be its 
biggest ever acquisition by a long way—and the 
biggest one for India Inc. too, if the Hutch-Essar 
transaction doesn't happen before. The largest 
acquisition prior to this for the Tata Group was Tata 
Tea’s buyout of a 30 per cent stake in US-based 
Energy Brands Inc. for $677 million. 
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stakeholder in HTIL, might have a hand in deciding the 
fate of HEL, even as Naguib Saiwiris, Chairman & CEO, 
made it clear to Br that he is not in the race for the Indian 
operator. “We are keen on increasing our stake in 
Hutchison and we will prefer to do that through HTIL 
since it has a wider scope of operations. I cannot com- 
ment specifically on Hutchison Essar,” says Saiwiris. 
Maxis of Malaysia too cannot be ruled out and sources 
indicate that the operator is still very keen. Following its 
acquisition of a 74 per cent stake in the C. Sivasankaran- 
promoted Aircel in late 2005, the Malaysian operator 
has been keen on increasing its foothold in Asia. And 
then there are the wild cards like Telenor and Sistema 
that could upset the bookmakers’ odds. 

The decision of Li, who will be looking to bankroll 
his 3G global rollout plans with the proceeds of the sale 
of HTIL, to exit the world’s most lucrative telecom 
market may lack strategic reasoning. But if HEL does 
command the $20 billion-plus valuations being bandied 
about—which would work out to roughly 48 times 
EBIDTA earnings—HTIL would pocket close to $10 billion 
(based on its 47.45 per cent direct holding in HEL). Now, 
that's not a bad reason to exit India. 8 
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SNAPPING 


AT HERO'S HEELS 


Bajaj Auto is going full throttle after 
market leader Hero Honda, but can 
it become Numero Uno? Not if Honda 
has its way. KUSHAN MITRA 


ACK IN 2001, RAJIV BAJAJ HAD HIS SIGHT SET ON 
two things: Wrest back the #1 slot that his 
company Bajaj Auto had just ceded to Delhi- 
based rival Hero Honda and, two, change 
the price equation in the 100-cc motorbike 
segment by launching cheaper models. Early 2007, Rajiv 
is talking a completely different language: “Market 
share is a game played by journalists, I want to be the best 
bike maker in India,” says the Managing Director of the 
Pune-based Bajaj Auto. 

So what has changed over the last six years? For one, 
Bajaj Auto has almost gotten out of scooters (according 
to SIAM data, it produced eight scooters in November 
2006); two, it hasn’t managed to regain the #1 position 
but has become the clear #2 with a market share of 32.6 
per cent (April-November, 2006) compared to Hero 
Honda’s 46.8 per cent. Then, Hero’s joint venture with 
Honda that was to end in 2004 got renewed for another 
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10 years, and that lifted the uncertainty over the joint 
venture’s product pipeline and capacity expansion, 
even though Honda also has a fully-owned scooter- 
and-motorcycle subsidiary in the country. (The two 
companies combined, Honda’s motorcycle market share 
adds up to 48.9 per cent.) 

Not the least, Rajiv is six years older and almost cer- 
tainly realises that his long-term battle isn’t really with 
Hero but Honda. And outwitting the world’s largest two- 
wheeler manufacturer, which has a cast-in-stone policy 
of controlling 45-50 per cent of any market it operates 
in, won't be easy. After all, at Rs 19,000 crore, Honda’s 
R&D spend alone is more than double of what Bajaj 
- clocks in revenues annually. Yet, here’s the interesting bit: 
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Investors actually find Bajaj more profitable than Hero 
Honda, and give the former’s stock a higher price-to- 
earnings (PE) multiple of 24.7 compared to Hero Honda’s 
15.9 (based on December 1 share price). 

Not surprisingly, therefore, the young Rajiv wants to 
shift Bajaj to a higher gear once again. “I will stop pro- 
ducing 100cc bikes, I’ve said that before but nobody 
believes me,” he says. “I would rather make more bikes 
with fatter margins like the Pulsar or Avenger than 
continue to produce products like the cr100 that make 
pennies.” To be sure, Bajaj won’t vacate the 100cc seg- 
ment starting tomorrow. It can’t. The 75-to-125cc 
segment accounts for a staggering 80 per cent of the 
motorbike market, and will continue to be the entry seg- 
ment for millions of first-time buyers. But what Bajaj 
would like to do is shift its product mix in favour of 
125cc-plus bikes, which are more profitable. Says an 
analyst with a foreign investment bank: “I think Bajaj has 
realised that it can't outdo Hero Honda, or at least do 
that very profitably, and concentrating on its core 
competence of engineering great products higher up the 
product spectrum is a sound idea." 


The Expanding Top 
Top-end bikes (125cc and above) may account for 
just a fifth of the market but they are growing rapidly 
in numbers. In the first eight months of 2006-07, 
such motorbikes accounted for 8,70,135 of the 
44,67,576 bikes sold, but that was a 33 per cent growth 
over the same period in 2005-06 (motorcycles overall 
are growing at 17 per cent). Even better for Bajaj, 
the segment is dominated by its best-selling Pulsar, 
with a 62. per cent share. In stark contrast, Hero 
Honda comes way behind almost every other player, 
including Tvs Motors, Honda Motorcycle and Scooters 
India (HMSI) and Suzuki. To consolidate its hold on the 
segment, Bajaj launched early this month a 220-cc, fuel- 
injected version of the Pulsar, starting with Pune. 
“Every time the competition thinks they have us out- 
foxed, we have an ace up our sleeve,” chuckles Bajaj. 
Hero Honda isn’t twiddling thumbs either. In 
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LAST YEAR'S LAUNCHES 


2006 was a busy year for Hero Honda and Bajaj, with 
both flooding the market with new products. 

HERO HONDA 

. Pleasure/100cc Scooter: Launched in 
January, Pleasure is Hero Honda's first 
foray into scooters aimed at 18-25 year 


old women. Has grabbed 10.5 per cent of 
the scooter market. | 


Glamour Fl/125cc Motorcycle: Rolled out 

in June, it was the first mass-market motorcycle 
with fuel injection. But a price premium of Rs 6,000 
over regular Glamour has meant few buyers. 


Passion Plus Limited Edition/100cc Motorcycle: 
Launched in October, Passion plus, with its extra stick- 
ers and colour choices, has kept the brand going. 


'New' Glamour/ 125cc Motorcycle: Introduced in 
October, the entire Glamour range got a do-over acquir- 
ing alloy wheels among other features, and competes 
with Bajaj's range, which offer alloys: as standard. 


CBZ X-Treme/ 155cc 
Motorcycle: Launched in 
November to compete with 
the Bajaj Pulsar, it is a re- 
vamp of the tired CBZ line, 
complete with alloys and 
LED tail-lights. Too early to 
judge sales success, but this 
is the Pulsar's bastion. 


TWO new launches planned for the first three months of 
2007-one rumoured to be of a big-engined motorcycle. 


BAJAJ ` 

Discover 'Exhaus-TEC'/110cc Motorcycle: 
Launched in January to capitalise on the 
Discover brand, but quickly withdrawn 
when sales were sluggish. 


| Platina/100cc Motorcycle: Major sales 
success. Has allowed Bajaj to make a big 
dent in the ‘executive commuter’ segment. 


Pulsar (4th Generation) 
150/180cc Motorcycles: 

New competition from TVS 
and Hero Honda? No prob- 
lem. Bajaj upped the ante 
with the next-generation 
Pulsar with digital instrumen- 
tation, LED tail-lights, among 
others. Still the market leader. 


TWO new launches planned for early 2007-First a 
220cc Fuel-Injected Pulsar (trial production has begun) 
and second the Kristal, a 100/110cc scooter that Bajaj 
hopes will allow it to come back from the doldrums in 
that market. 
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fact, it launched five different models in 2006, and 
Managing Director Pawan Kant Munjal says that 
2007 will be busier still. “Product lifecycles are short- 
ening, but we have the most aggressive launch sched- 
ule of any motorcycle manufacturer in India. We are 
reinventing ourselves.” In the first three months of 
2007, Hero Honda is expected to launch a slew of 
models, including one “big-engined” bike. By Munjal’s 
own assertion, though, Hero Honda isn’t contem- 
plating a Bajaj-like move—that is, moving out of the 
100cc segment. “I agree that there will a significant 
number of consumers upgrading their motorcycles, 
but the 100cc will remain the most affordable mode of 
personal transport,” says Munjal, pointing out that 
his company is seeing a pick-up in sales in parts of the 
country that were traditionally underdeveloped— 
Orissa, for instance. “The margin in 100cc motorcycles 
will be tight and might become tighter, therefore, we 
will have to enhance our product mix to include high- 
margin, high-power bikes and that is exactly what 
we are doing,” points out Munjal. 

Part of the reason why profit margins are under 


THE OTHER CONTENDERS 


: The going may be harder for the others. 





ETWEEN THEM, HERO HONDA AND BAJAJ AUTO ACCOUNT 
for almost four-fifths of the Indian motorcycle 
market. Even though that seems like a massive 
share, given the size of the market, expected to exceed 6.5 
: million units this year, there is enough volumes to go 
: around. The question however is, how profitably? While 
: analysts fret over Bajaj and Hero Honda's declining mar- 
: gins, EBITDA margins at the third largest player Tvs Motor, 
: which has a 13.39 per cent share of the market, have dec- 
: lined precariously to 4.7 per cent in part due to a product 
: mix skewed towards low-margin entry-level products like 
: the Star City. Margins of smaller players have declined even 
: more. "No doubt, it is a large enough market for everybody, 
: but because of their sheer size, volumes and inherent 
: economies of scale, the big two (Hero Honda and Bajaj) 
: will always have better realisations,” says Huzaifa 
Suratwala, an automotive analyst with brokerage Emkay. 
: "Unfortunately the two-wheeler market is getting 
: commoditised, but it isn't as if we did not know that,” says 
: Satya Sheel, Managing Director, Suzuki Motorcycles 
: India. Suzuki has a share of under 1 per cent of the 
domestic market currently, but Sheel says that margin pres- 
: sure will remain until companies grow. "Once we get 
: economies of scale and make a dent in the market, we will 
: see better financial performance." The good news: annual 
: volumes are expected to touch 10 million by 2008-09. 
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BANDEEP SINGH 





TVS Motors’ Venu Srinivasan: His company's market 
share has dipped sharply and profit margins are thin 


pressure for everyone in the industry 15 rising raw 
material costs. Bajaj, which enjoys the highest margins 
among all listed auto manufacturers in the country, 
saw its gross profits (EBITDA) slide to 15.6 per cent in the 
first half of 2006-07 compared to 16.4 per cent in the 


BEYOND MOBIKES 


It's scooters for Hero & four-wheelers for Bajaj. 


RIDE OF PLACE IN THE PRODUCT DISPLAY AT HERO HONDA'S 
Gurgaon plant goes to the new CBZ-Xtreme, but sit- 
ting alongside the bike is the company's most 
: surprising new launch of 2006—the Pleasure scooter. “We 
: are on target to sell 100,000 of these this fiscal,” Pawan 
Munjal says quite proudly. "We can sell more than just 
motorcycles, you know.” But it is Bajaj that has been mak- 
ing a ton of money from products other than motorcycles. 
The quintessential Indian scooter company barely makes 
any scooters any more, but has seen three-wheeler volumes 
climb 32 per cent for the first nine months of the fiscal. And 
the company is keen on the small commercial vehicle seg- 
ment, "| think the progression from two wheels to three and 
then four is only natural," says Rajiv Bajaj. 
Any four-wheeler that Bajaj makes won't hit the mar- 
kets before 2008-09. And before he rolls out one, Rajiv is 
: promising a complete revamp of his scooter and three- 
: wheeler line-up. "We do not have the engineering band- 
: width to focus on so many different segments all at once. 
We will move from one product to another." While Hero 
Honda might not be entering all-new segments thanks to 
its Jv agreement with Honda, other Munjal-controlled 
Hero Group companies are scouting for opportunities. 
Hero Cycles recently launched an electric two-wheeler. And 
Pawan Munjal admits that other family firms had explored 
the possibility of making a small four-wheeler as well. 








Suzuki's Satya Sheel: He says profits will improve once 
volumes go up over the next few years 


same period the previous year. Hero Honda, which has 
lower margins, fared worse, reporting a drop to 13.1 per 
cent from 15.1 per cent. Munjal says that most global 
players have single-digit margins so he's not really 
complaining. “Will we continue to enjoy the margins that 
we have had in the past? l've said it before, I don't think 
so. But with the volumes we generate, it should not 
adversely affect us," he says. One way the two com- 
panies are trying to protect their margins is by opening 
plants in excise-free locations such as Uttaranchal. 


Bajaj Beyond India 

*You know how many bikes we sell in India every 
year?" asks Rajiv. “We will sell around six-and-a-half 
million bikes this year," he answers himself before 
popping the next question. “Do you know the size of 
the global market? 32 million," he answers again. 
“That is the market I want Bajaj Auto to be in, and 
thanks to Sanjiv (his younger brother and executive 
director of finance), we have made a start." 

Bajaj Auto has seen motorcycle exports climb by a 
massive 95.5 per cent in the first eight months of 
2006-07 to 1,98,492 units (including three-wheelers 
exports are 2,86,344 units). In November last year, it 
started its own dealer network in Indonesia. Rajiv 
points out that globally 80 per cent of the motorcycles 
sold are under 250cc and that is where Bajaj has both 
engineering and sales expertise. Indeed, some months 
ago a Pulsar knock-off surfaced in China, much to 
Bajaj's dismay. “What can I say? I guess it is a testament 
to our engineering skills," quips Rajiv. Unlike Hero, 
Bajaj is not hamstrung by any joint venture restrictions 
on exports (globally, regional Honda heads decide 
which company within the system they will buy from). 
So, in all probability, the competition between Bajaj and 
(Hero) Honda will go beyond the shores of India. 
Some day, but for sure. ü 
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IFE HAS BEEN EXTREMELY HECTIC FOR GIRISH PATEL OVER THE 
past two decades and it shows no signs of slowing down yet. The 
46-year-old Chairman and Managing Director of Ahmedabad- 
based Paras Pharmaceuticals, a fast-moving consumer goods 
(FMCG) company, works over 12 hours a day, six days a week. 
tesult of his unrelenting schedule is that the company that he and 
ler had started in 1987 with a capital of Rs 57 lakh now has sales 
330 crore and a presence in 40 countries. Yet, Patel insists he has 
g Way to go. 

ideed, he does. Paras Pharma is still a minnow compared to 
idian arm of FMCG whales like Hindustan Lever (Rs 12,000 
) and Colgate-Palmolive (Rs 1,200 crore). So Paras's 
iholic boss has raised the bar for his company: he 
Sit to become a Rs 1,000-crore entity within five 
ม “When I started two decades ago, I had nothing to 
Woday, | cannot afford to lose. A lot of grit and toil 
ine into creating what we have now,” says Patel. 
tel S Story epitomises what is happening at a 
sof small (and some not-so-small) Indian FMCG 
Jamies like CavinKare, Jyothy Laboratories, 
mi Group, Kanpur Detergents, Himalaya Drug 
pany and vvr. Most of these companies hit 
) mainstream just a couple of decades ago 

llothing more than a steadfast determination to 

Snake it big. Himalaya and vvr have a hoarier history 
bate en they entered the consumer markets as re- 
Gently as the newer crop. 
it has been a tough journey. Pitted against strong na- 

1 brands from their much bigger competitors, 
FMCG players have had to fight to capture the 
6 loyalty of consumers and, most importantly, 
With deep-pocketed giants, many times their sizes, 
iere only too keen to gobble them up. Some weaker 
§ even sold out: like All-Out mosquito repellant, 
un Cook salt, Uncle Chipps snackfoods and 
drika soap. 
iis resolute bunch, however, stood its ground. In the 
wo decades, they have consolidated their business by 
Widing and even stealing market share from the biggies, 
"SO much so that some of them are the market leaders in 


MEHRA 


VIVAN 
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still small but each of them runs an 
nely profitab le business. Says C.K. Ranganathan, 
and Managing Director, CavinKare: “All our 
Bday earn 40-50 per cent gross margins. We 
couldn’t have survived and scaled up if we didn’t 
ake good profits.” 

Now, having built moderate-sized businesses and a 
bigger presence, they have set their sights higher, look- 
ing at product diversification and geographical ex- 
pansion, not only within the country but even globally. 
Quite a few of them are even eyeing acquisitions, 
thereby, turning into predators from being, not so 
long ago, the prey. VVF, for instance, recently acquired 
Colgate-Palmolive’s soap manufacturing facility in 
Kansas, US. Says Piyush Jindal, Senior Vice President, 
Personal Care, vvF: “We have been manufacturing 
soaps for leading MNCs like Johnson & Johnson, 
Reckitt Benckiser and Colgate-Palmolive for decades 
now. We want to use our expertise for our own benefit 
š now and, hence, the plunge into the personal care in- 

dustry and the efforts to augment the business.” 
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The Second Coming 

Scaling up—either through acquisitions or expansion 
and diversification—will need much more resources (fi- 
nancial, technological and management) than these 
small entrepreneurs had at their disposal the first time 
round. But most of them are unfazed by that. Partly be- 
cause success breeds, well, success. And, of course, 
because of a booming economy. Says Rahul Bhasin, 
Managing Partner, Baring Private Equity Partners, a 
leading private equity group: *Unlike two decades 
ago, India today stands at the threshold of fast growth. 
Today, there is a sizeable middle class (around 300 mil- 
lion) with rising disposable incomes and a younger 
population inclined towards consumption." 


JYOTHY LABORATORIES 





* The Beginning: Founder-Chairman M.P. 
Ramachandran started Jyothy in 1984 from 
Kerala with one brand—Ujala, a liquid fabric 
whitener. It was launched nationally in 
1997 and the size of the brand then was 

Rs 150 crore 


' * Current Turnover: Rs 400 crore 
æ Profits: Rs 70 crore 


© Strategic investors: Currently, 19.75 per cent 
stake held by ICICI Canada & ICICI UK. In the 
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PARAS PHARMACEUTICALS | 


past, Baring Private Equity Partners, CDC (now 
Actis) and CLSA have had significant investments 
in the company. 


» Categories present in: Fabric care, ayurvedic 
personal care, mosquito repellents, surface 
cleaning preparations and dishwasher bar. Market 
leader in the fabric whitener segment—the Ujala 
brand enjoys over 70 per cent market share, and 
accounts for over 90 per cent of the company's 
total revenues. 


æ Future plans: To diversify into newer 


product categories and geographies 
beyond southern states. 
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Like other Argus-eyed private equity players, 
Baring, in fact, had sensed this opportunity way back 
in 1999 when it picked up a 10 per cent stake in 
Jyothy for around Rs 40 crore. Four years later, it 
earned more than 50 per cent return on its investment 
when it sold its stake to Actis and CLSA, two other lead- 
ing private equity firms. Eventually, Actis and CLSA also 
sold their stakes to ICICI UK and ICICI Canada, who cur- 
rently hold 19.75 per cent stake in the company. 
Similarly, Paras Pharma attracted investments from 
Actis (Rs 190 crore for a 24-25 per cent stake) and 
Sequoia Partners (Rs 54 crore for over 10 per cent) last 
year. Now, the market is abuzz that Citi Venture 
Capital is keenly looking at picking up a stake in 
Kanpur Detergents, which owns the fast-growing 
detergent brand, Ghari. *Increasing interest from 
strategic investors highlights two facts: one, the con- 
fidence in our business acumen and growth prospects 
and two, raising funds for expansion is not a challenge 
anymore," says Ullas Kamath, Deputy Managing 
Director, Jyothy Labs. 

Then, those not wanting to have “outsiders” in their 
boardrooms have other options. “We are open to the 
idea of going to the market (IPO) as and when we 
need funds for expansion or acquisition,” says 
Ranganathan. Indeed, with the sun shining bright on 
the markets, those with credible businesses stand a good 
chance of making hay. In fact, markets are rife with 
speculation that even Paras and Jyothy might be look- 
ing at an IPO sometime soon. 


Building on the Past 

One reason for investors’ confidence in the future of 
these companies lies in their past. Most of these com- 
panies have a foundation that is rooted in robust mar- 
keting strategies. Says Donald Peck, Managing Director, 
Actis Capital: “The smaller FMcG brands have defied 
most commonly-accepted marketing principles. 
Creation and innovation on all fronts, be it product of- 
fering, pricing or marketing and communication, have 
been at the core of their gradual evolution. They have 
their fingers on the pulse of Indian consumer. And they 
have the determination to succeed.” Indeed, each of 


VVF LTD 


CAVINKARE 


@ The Beginning: CMD C.K. Ranganathan (above) 
parted ways with his family, which was in the 
FMCG business, and set up CavinKare around 
1986. He started off with shampoos with an 
initial investment of Rs 15,000; the shampoo 
brands currently enjoy 22 per cent market share. 


@ Current Turnover: Rs 500 crore 
e Strategic investors: None 
e Brand Promise: Value for money 


e Categories present in: Hair care, skin care and 
home care 


e Future plans: To consolidate the foods category, 
to acquire businesses (around Rs 200-250 crore in 
size) that make a strategic fit and to launch an 

IPO to fund expansion and diversification. Global 
expansion is big on the agenda; already present 

in most Asian countries and the US. 
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these companies has had a distinct strategy that followed 
the four Ps (product, pricing, positioning and promo- 
tions) of marketing in its own unique styles. 

To start with, each one of them created a niche for 
itself by giving its products a unique positioning. Says 
Manish Goenka, Director, Emami Group of Companies: 
*Our key philosophy over the years has been to look at 
the gaps in the market and come up with new ideas. Our 
men's fairness cream, Navratna oil and Sona-Chandi 
chyawanprash are all products of this philosophy." 
Similarly, Paras’ products have scientifically proven 
medicinal benefits and Himalaya offers do-good herbal 
concepts based on strong research and development. 
"While we position our products in niches, our pricing 
is very mass-like," says Ravi Prasad, President and 
CEO, Himalaya Drugs Company. This was a unique strat- 
egy that helped it catch consumers' attention. Others like 
Jyothy, CavinKare, Ghari, Emami and Anchor offer 
*value-for-money' products that were a hit in the mass 
market at prices that big FMCG companies couldn't 
match. Also, many of these players began at the bottom 
of the pyramid, creating markets where there were 
none before moving up to the urban and upwardly mo- 
bile consumers. Their bigger rivals, on the other hand, 
focussed for decades on urban pockets till they were sat- 
urated before trying to tap the rural markets—a strat- 
egy that, in many instances, got less-than-satisfactory 
results. *We started with one product from one state, 
Kerala, then, took it to other southern states and went 
national only after we had consolidated our base in these 
markets and also created enough buzz around our 
brand," says Jyothy's Kamath. 

Their initial regional or rural focus didn't mean 
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HIMALAYA DRUG COMPANY 


€ The Beginning: Set up in 1930 by MM Manal, 
but now managed by CEO Ravi Prasad (left), the 
company largely remained confined to ayurvedic 
drugs till the late 1990s. It diversified into 
ayurvedic/medicinal personal care products in 
1999 and today boasts a wide range of personal 
care products. 


@ Current Turnover: Around Rs 500 crore; of 
this personal care business accounts for around 
Rs 100-150 crore 


€ Strategic investors: None 
6 Categories present in: Hair care and skin care 


9 Future plans: To diversify further in the personal 
care category and grow globally. Products already 


these marketers were wanting in terms of promoting or 
advertising their brands. And, Ghari Detergent's Pehle 
Istemal Karen Phir Vishwas Karen and Ujala's Aya 
Naya Ujala, Chaar Boondon Wala were some of the 
most popular jingles of their times. In its initial years, 
Paras spent more than 80 per cent of its turnover on ad- 
vertising and promotions. “Brand building is a must in 
the FMCG business. There is no escaping this route," says 
Patel, adding that *even now, we spend a considerable 
portion of our revenues on communication". Splurging 
on advertising meant cutting costs elsewhere. You'll find 
few high-flying MBA whizkids with 7-or 8-digit paychecks 
in the corridors of these homegrown FMCG firms. And 
that has probably helped them get where they are. 
“We have only a sales force and no marketing team. We 
do not spend money on maintaining media buying 
agencies but we go by the feedback from our salesmen 
(a field force of 1,200) on what is being watched and 
read in their territories,” says Jyothy’s Kamath. 

Where they haven’t cut corners is in distribution, 
with most of them penetrating the smallest of towns 
through a direct sales force and sub-stockists. Most, like 
CavinKare, Paras, and Jyothy, have a presence across 
2.5-3 million retail outlets. 

Says Jagdeep Kapoor, Managing Director, Samsika 
Marketing: “The story of small FMcG brands in India is 
both of evolution and revolution. The credit for their 
success goes to their innovative business models, un- 
relenting focus on their niches and the pure and rele- 
vant marketing processes." The fact that their brands 
are now going and winning global markets goes to 
show that their strength and success are for real. m 

ADDITIONAL REPORTING BY RITWIK MUKHERJEE 





JOIN THE INTERNATIONAL PLATFORM FOR RETAILERS & BRAND LEADERS 
INTERACT WITH A PANEL OF INDUSTRY RENOWNED SPEAKERS 


. 8th Marketing & Retail Conclave, 2007 


"Global Consumer & Retail: Vision 2015" 


22-24 February, 2007 
lel Taj P , New Delhi, India 


Organised by: 


22nd February 2007: 
industry & Technopak Workshops for professionals from the Retail, Consumer 
Goods & Service Industries, on a range of topics covering Retail Operations, 


Marketing and Strategy 


The Shop: 


An Exhibition from 22nd to 24th February 2007, targeting the Retail Industry 


showcasing a range of products & services 


23rd & 24th February 2007 


Conference, with International & Indian Retail & Brand thought Leaders sharing 


their experience and thoughts 





For registration write to Himani Sahni (himani,sahni@technopak.com) Ashima Anand (ashima.anand@technopak.com) or Call (Tel: +91-124 - 4541111, 4141111, 2881111) 
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Think Bihar and the image that 
comes to mind is one of crime, 
lawlessness and desolation. But 
the new Chief Minister is working 
hard to reverse the tide. And 
going by ground realities, the 
situation is actually getting better. 
AMIT MUKHERJEE 


And Investors are Responding 
The Bihar government has cleared investment 
proposals worth Rs 26,000 crore in the last six 
months. Listed below are some of the big ones: 


PHOTOGRAPHS BY RANJAN RAHI 


NAME OF COMPANY: | NAME OF COMPANY: NAME OF COMPANY: | NAME OF COMPANY: 

Indian Gasohol | Indian Gasohol International Amusement | Sonalika 

WHAT IT PROPOSES TO DO: | WHAT IT PROPOSES TO DO: WHAT IT PROPOSES TO DO: | WHAT IT PROPOSES TO DO: 

Establish 10 ethanol plants | Establish 4 maize Develop a mega tourism | Setup a tractor production 

of 5.4 million tonnes each | processing units city in Patna unit 

INVESTMENT: INVESTMENT: INVESTMENT: INVESTMENT: 

Rs 13,451 crore Rs 2,900 crore Rs 1,322 crore | Rs 1,500 crore ง 


Source: Bihar Government 


Bihar is Calling... 


[he state government is wooing 
investors with a variety of sops and 
facilities 


e Singie-window system set up under 
the chairmanship of the State 
Industrial Development 
Commussioner to clear industrial 
projects within 30 days. 

oingle-window system established 

เท every district under the chairman 
ship of the District Collector to 

assist and expedite the setting up f 


industrial units. A similar provision 


has been made at the level of 
Industrial Area Development 


Authorities 


; 200-crore provision for 
establishing a land bank. 


Entertainment tax holiday for 
multiplexes and cinemas with 
investments of at least Rs 1 crore 


Reduction in stamp duty on property 
registration deeds from 8.4 per cent 
to 6 per cent 


“Resurgent Bihar’, an ‘invest-fest 
being organised in January to 

show case investment opportunitites 
to NRis 


An Empowered Committee under the 
chairmanship of the state Chief 
Secretary and comprising departmen 
tal secretaries set up to expedite 
decisions on investment proposals 


Holding of regular “Open House" 
sessions with industrialists; these 
meetings, chaired by the Chief 

Minister 
with a platform to air their grievances 


with regard to implementation of 


will provide entrepreneurs 


their projects and running of thett 


industries 


NAME OF COMPANY: 

. idea 
WHAT IT PROPOSES TO DO: 
Set up a cellular 
network 


INVESTMENT: 


Rs 1,000 crore 





S THE HAMMER OF THE PINK 
tower clock on the roof of 
the Bihar state secretariat 
building strikes the gong 
11 times, its echoes rever- 
berate through the labyrinthine 
colonial era building. Deep down in 
its bowels, state Chief Secretary 
A.K. Choudhary and a team of bu- 
reaucrats are closeted in a video 
conferencing room witnessing a 
demonstration by a Gurgaon-based 
firm that is pitching for a contract to 
link up various departments and 
offices across the state through a 
Wide Area Network (WAN). On the 
ground floor, Development 
Commissioner R. Jaymohan Pillai is 
poring over the proposals of com- 
panies that have expressed interest 
in setting up shop in the state. “We 
have to clear them within 30 days," 
he says. And Sushil Kumar Modi, 
Deputy Chief Minister and Finance 
Minister, just back from a meeting 
with bankers, is already into his 
next one—to work out incentives 
for potential investors and to 
determine the extent of credit flows 
to rev up the rural economy. 
*Economic development can- 
not take place in a vacuum. So, 
along with industry, we are also 
looking at ways to develop the 
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rural sector,” says Nitish Kumar, 
who took over as Chief Minister of 
Bihar in November, 2005 (See 
Bihar is no Longer Lawless). He is 
setting his goals very high: the 
state’s approach paper to the 11th 
Five Year Plan says: “An invest- 
ment of Rs 1,66,593 crore will be 
required for Bihar to achieve a 
growth rate of 8.5 per cent.” For 
the moment, though, he still pre- 
sides over a state synonymous with 
potholed roads, lantern-lit villages, 
crime-infested streets and trains, 
teacher-less schools and abandoned 
factories; but that is changing, 
albeit, very slowly. The govern- 
ment is aggressively wooing inv- 
estments, and moving proactively to 
improve the state's physical infra- 
structure and the law and order 
situation to create a conducive atm- 
osphere for growth. 

The first evidence of improve- 
ment is visible in Patna itself—the 
roads are free of the craters that 
were politely described as potholes. 
And there is a palpable change in 
the mood of the state's industrial 
sector. “Earlier, we lived in fear of 
being kidnapped and were regu- 
larly harassed by extortionists," says 
Birendra Kumar Mishra, Manager, 
Rainbow Biscuits, an SME on the 
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“We will invest Rs 3,000 crore on repairing and building roads 


over the next two years 


Nand Kishore Yadav, Minister for Roads and Tounsm 
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“Changing the attitude of 
government servants was 
most difficult” 


Sushil K. Modi, Deputy CM and Finance Minister 


Patna-Bakhtiyarpur Highway, “but 
thankfully, there hasn’t been a sin- 
gle instance of kidnapping in the 
last six months.” Says Bihar’s Home 
Secretary Afzal Amanullah: “We 
have strictly enforced the law.” In 
the last one year, more than 1,000 
hardened criminals have been 
awarded life sentences. 

“The essential prerequisites for 
attracting investors is an enabling 
atmosphere, good law and order, 
availability of infrastructure like 
roads and power and adequate in- 
centives," says K.P.S. Kesri, an agro- 
processor and President of Bihar 
Industries Association. “We have 
already approved 66 proposals 
worth more than Rs 26,000 crore,” 
says S. Vijayaraghavan, state 
Industries Secretary (see ...And 
Investors Are Responding). And, 
hundreds of brick kilns have mush- 
roomed along the banks of Ganga, 
suggesting that Bihar, like the rest of 
the country, is experiencing a con- 
struction boom. 

However, the Opposition, and a 
section of the media, has alleged 
that the government has not 
delivered on all that it promised 
during the election. Modi partially 
concedes this debate. “It’s just not 
possible to fulfill our promises in 
only one year,” he says. “One of our 
most difficult tasks was to change 
the attitude of government servants 
who had lost interest in work. But 
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“We have strictly enforced 
the law to halt criminal 
activities in the state” 


Afzal Amanullah, Home Secretary 


“The essential prerequisite 
for attracting investors is 
good law and order” 

KP.S. Kesri, President, Bihar Industries Association 


"Bihar is no Longer Lawless" 


Bihar Chief Minister Nitish Kumar works 15-16 hours every day. He took 
time out from his hectic schedule to talk to BT's Amit Mukherjee. 


As the CEO of Bihar, what are your 
plans for the state? 

Economic development cannot 
happen in a social vacuum. So, 
along with industry, we are also 
looking at ways to develop the ru- 
ral sector. Our focus is on strength- 
ening the educational and health- 
care infrastructure in the state, and 
on providing safe and healthy 


such units. Then, we have also re- 
ceived proposals for other indus- 
tries like steel, cement and capital 
goods. There are also two large 
NTPC projects coming up—one in 
Baar and the other in Kahalgaon 
(Bhagalpur). Big groups like the 
Mahindras are also in touch with us 
and negotiations are on with them 
on setting up both agro-based and 


drinking water. I firmly believe industrial projects in the state. (Tata 
that we can eradicate 90 per cent of ^ Group Chairman) Ratan Tata, who 
diseases if we can provide safe is Chairman of the Investment 
drinking water to everyone. Commission of Bihar, is advising us 


on how to make Bihar more 
How are you planning to attract investor-friendly. 
investments to Bihar? 
Agriculture and heritage tourism 
are two sectors in which we have a 
natural advantage. So, we 
are focussing on these. 
We have received a 
large number of pro- 
posals for setting up in- 
dustries based on sug- 
arcane and maize. 
We have ann- 
ounced a number 
of tax concessions 
and will also pro- 
vide capital sub- 
sidies of up to Rs 
10 crore to attract 


How are you dealing with Bihar's 
image as a lawless state? 
All that's in the past. Ask any rick- 
| shaw puller, taxi driver, doctor, 
» _ teacher or contractor, and you will 
w | realise how much the situation has 
improved on the 
ground. The occu- 
pancy at the cinema 
halls during night 
shows is more 
than 80 per cent; 
that should pro- 
ve how secure 
” j people are in 
Bihar today. 
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The Incentives 


The government has announced 
a number of tax concessions to 
attract investments: 


@ VAT rates reduced on more 
than 150 items—from 
4 per cent to 1 per cent on food 
grains, from 12.5 to 4 per cent 
on LPG, tea, coffee, tractors, 
tyres, plastic materials, and several 
other items. 


e Existing industries exempted 


trom paying electricity duty. 


@ New units exempted from paying 


electricity duty for 7 years. 3 


e Central Sales Tax on Small and 
Medium Enterprises cut to 1 per 
cent from 4 per cent. 


@ Two-year entertainment tax 
holiday on cinema and theatres 
with investments of Rs 1 crore 
and more. 


e Road tax on buses brought down to 


Rs 26,000 from Rs 1,24,000. On 
jeeps, this has been reduced from 
Rs 12,100 to Rs 3,888 and on 
auto-rickshaws, the levy has been 
cut from Rs 2,184 to Rs 992. 


More to the Core 


The government is trying to 
make rebuild Bihar's shattered 
infrastructure. 


@ Rs 3,000 crore allocated for 
building 4,000 km of new roads 
and for repairing the state's existing 
road network. 


e 1,900 bridges to be constructed 


over the next two years. 


e Private sector invited to build 
5,000 MW of power generation 
capacity at Peerpainti, Katihar and 
Barauni. 


e Augmenting electricity transmission 


and distribution capacity in 
rural areas. 


e Inviting the private sector to build 


40,000 additional hotel rooms in 
the state over the next three years 
to tap Bihar's tourism potential. 





"Earlier, we lived in fear of being kidnapped and were 
regularly harassed by extortionists " 


Birendra Kumar Mishra, Manager, Rainbow Biscuits 


this changed once they were con- 
vinced that we meant business," 
he adds. Local industrialists cor- 
roborate this claim. *Though the 
initiatives have not yet borne fruit, 
the new team has definitely made 
a good start," says Kesri. 

Having restored a semblance 
of order in a lawless state, Kumar's 
government is now focussing on 
improving its road infrastructure. 
“We will invest Rs 3,000 crore on 
repairing and building roads over 
the next two years," says Nand 
Kishore Yadav, Minister for Roads 
& Tourism. The new, and im- 
proved, network of roads across 
the state is expected to provide a 
fillip to tourism, on which the state 
is banking heavily to generate both 
revenues and employment. 

It has drawn up a 20-year 
Master Plan for Development of 
Tourism, which envisages, among 
other things, the construction of 
40,000 new hotel rooms in the 
next three years to cater to seven 
tourism circuits (Buddhist, Jain, 
Gandhian, Sufi, Ramayan, 
Ecological and Wildlife) that are 
being developed in the state. And 
golf courses are coming up in Bodh 


Gaya and Nalanda, to attract both 
foreign tourists as well as well- 
healed Indian travellers. 

Such ambitious plans will need 
humungous amounts of energy. 
"We are a power-deficient state 
and produce only 10 per cent of 
our requirements," says Kesri. 
Hence, the government is looking 
at ways to augment the state's 
power generation capacity. Modi 
admits that his state needs to 
undertake major reforms in this 
sector if it has to achieve its other 
ambitious goals, but is confident 
that it will meet its target of gen- 
erating 15,000 Mw of electricity 
in the next 15 years. 

Finding money for these ambi- 
tious plans could be a problem, 
but Kumar is confident he can pull 
it off. Bihar's finances are in a pre- 
carious state (the 2006-07 state 
budget was Rs 590 crore in the 
red), so it is counting on Rs 
1,08,283-crore private investments 
and Rs 58,310 crore public outlay 
(with substantial central assistance) 
to fulfill its 11th Plan ambitions. 

Is his programme do-able? The 
jury is out, but at least a beginning 
has been made. พ 
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a YEAR-AND-A-HALF AGO, 
at the 58th annual gen- 
eral meeting of the 
Indian Banks Associa- 

an ' RN A. ae tion (IBA) at Mumbai’s 
seo NCPA centre, several of the blue-chip 

public sector bank chairmen sat in 

the front row, listening to Finance 
Minister P. Chidambaram. Nothing 
unusual, except that there was an 
air of expectancy around the FM’s 
speech. Earlier in his opening rem- 
arks, IBA Chairman (and, then, State 

Bank of India Chairman as well) 

A.K. Purwar had made a daring sug- 

gestion to the FM to give banks 

greater autonomy in deciding pay 
packets of senior management. Now, 

India’s public sector banking brass 

wanted to know how their political 

boss would react to the suggestion. 
Chidambaram, dressed in trade- 
mark vesbti and white shirt, add- 
ressed the issue in his inimitable 
style, weighing each and every word 
that he uttered. “I am constrained to 
point out,” Chidambaram said, as 
the bank chairmen began squirming 
in their seats, “that some of the 
banks have projected a deposit 
growth in 2005-06, which is lower 
than that of 2004-05.” As the 
banking brass began wiping sweat 
off their faces, Chidambaram con- 
tinued, “If the rate of growth of 
the economy in 2005-06 is main- 
tained at 7 per cent, then it is dif- 
ficult to understand how busi- 
ness projections by public sector 
banks, especially deposits and 
advances, can evidence decel- 
eration in growth. How can 

the perceptions of the bankers 

be so different from that of 

the rest of the economy?” he 
questioned. Predictably, there 

was pin-drop silence in the 

hall as the FM wrapped up 

his speech. 

If business performance has 
to be the measure for determining 
remuneration of bank bosses, then 
the state-owned banks have even 
vine less of a case today. As Chidam- 









— 


ฮี 
๑ 


=; 
- Mm 


eS —À 
พ ร ok T- 546 a d 
- =r x ๒ จ 
. , $“ 
ร ร be 4s 2 ww 
mA. 


l 
| 


B6 BUSINESS TODAY JANUARY 28 2007 


baram evidently knew back then, 
the PSU banks have been facing a 
problem. Their deposits haven’t 
grown fast enough to keep pace 
with the surge in credit that has 
happened due to economic expan- 
sion and boom in consumption. For 
instance, for the third year in a row, 
bank deposits have grown by just 15 
per cent while credit has been grow- 
ing at twice the pace. A classic exa- 
mple: The Delhi-based Oriental 
Bank of Commerce, whose credit 
disbursals have grown at 33 per 
cent, but deposits at just 5 per cent. 

With the result, what the banks 
had been doing was to dip into 
their own safe deposits, or statu- 
tory liquidity ratio (SLR) that the 
Reserve Bank of India requires them 
to maintain for safety. As a result, 
the sLR—held in the form of gov- 
ernment securities—at these banks 
has dropped from 41.50 per cent in 
March 2003 to 29.8 per cent in 
October 2006. 

Should industry and other bor- 
rowers worry? To some extent, yes. 
Slashing SLR further from the cur- 
rent mandatory level of 25 per cent 
doesn’t look like a real possibility, 
simply because it will end up 
squeezing the credit to the govern- 
ment of India. Says M.V. Nair, 
Chairman and Managing Director, 
Union Bank of India: “These are 
issues that have macro-economic 
implications, so one has to move 
very carefully.” Adds V.P. Shetty, 
CMD of the development-institu- 
tion-turned-bank, IDBI Bank: “We 
are extremely careful in doling out 
credit. We don’t (lend) beyond a 
limit that we cannot manage.” 

If the banks don’t raise deposit 
เท pace with lending, they won't 
have any money (in a manner of 
speaking) to lend to more prof- 
itable customers such as corporates 
and retail consumers. On the other 
hand, if the banks do raise their 
deposit rates to attract customers, 
they will have to necessarily hike 
their lending rates as well, in order 


An Obvious Mismatch 
Credit growth has far outstripped deposit growth at PSU banks. 
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Growth figures in per cent for 2006 compared to 2005 
Credit E Deposit Source: BT Research/ IBA 
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V.P. SHETTY 

CMD/ IDBI BANK 

“We are extremely careful in dol- 
ing out credit. We don't (lend) bey- 
ond a limit that we can't manage’ 


M.V. NAIR 
CMD/ UNION BANK OF INDIA 


“These are issues that have 
macro-economic implications, 
50 one has to move carefully 
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Little Headroom Left 


The statutory liquidity ratio levels have been declining, edging closer 
to the minimum 25%. 





2002-03 2003-04 2004-05 


SLR figures in per cent 


to protect their spreads. And higher 
interest rates is the last thing the 
government or the Reserve Bank of 
India (RBI) would like in an econ- 
omy that’s clipping at 8 per cent a 
year. Reason: Inevitably, prices will 
go up and consumers will cut back 
on their spending, putting 
the brakes on an economy 
that’s rolling. Admits Prakash 
Mallya, Chairman and 
Managing Director of 
Bangalore-based Vijaya 
Bank: “It’s a Catch 22 situa- 
tion for us.” 


The Way Out 


Remember that earlier we 
had said that cutting SLR fur- 
ther wasn’t really an option. 
However, if it came to the 
crunch, RBI Governor Y.V. 
Reddy may be forced to 
make a concession and drop 
the limit to 20 per cent. 
Bankers point out that 
developed countries such as 
the US only require 10 per 
cent of the deposits to be 
kept in reserves. “There is 
definitely a case for SLR red- 
uction,” says P.L. Gairola, 
CMD, Dena Bank. No one 
knows for sure if Reddy will 
actually tinker with SLR, 
which has remained unt- 
ouched since 1997. It’s more 


SOUMIK KAR 
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2005-06 
*As on October 31, 2006 Source: RBI 


The Gol Factor 


Huge government borrowings are another reason why SLR can't be 
reduced further. 


2003-04 
pu Net Borrowing 
Figures in Rs crore 


2006-07 


likely that he will want the psu banks 
to become more efficient and, hence, 
competitive. 

Currently, the cost of operations 
of psu banks is a little more than 
1 per cent of the total working cap- 
ital funds. According to seasoned 





RAJESH MOKASHI i 
Executive Director/ Care Ratings 


“It makes a lot of sense for PSU banks to take the 
securitisation route to free up capital” 





2004-05 2005-06 2006-07B* 
Il Gross Borrowing 
*Budgeted borrowings Source: RBI 


banker K. Cherian Varghese, for- 
mer chairman of Corporation Bank 
and Union Bank of India, a 0.75 
per cent savings in cost of opera- 
tions would result in a 25 basis 
points savings for the bank. This 
could act as a cushion if the banks 
have to resort to other 
sources of capital such as 
bonds (where the cost of 
funds is between 7 and 7.3 
per cent), foreign currency 
loans (7 per cent), and 
G-secs (7.5 per cent), as 
against the prime lending 
rate (PLR) of 11-12 per cent. 
Yet, nothing beats deposits in 
terms of costs, since they 
cost less than 5 per cent. 
“We are focussing on a lot of 
cross-selling and a non- 
branch model to acquire 
new customers,” says 
B. Sambamurthy, CMD, 
Corporation Bank. 

Others such as the Union 
Bank of India are coming up 
with more attractive deposit 
products—like the one that 
doubles money in eight-and- 
a-half years. Often, the dep- 
osit schemes are being 
launched in the face of com- 
petition from other aggres- 
sive institutions. “We are pit- 
ted against postal deposits 
and equity-oriented instru- 
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ments,” says Mallya. Worryingly for 
the banks, there has been a shift in 
the nature of deposits to short-term 
bulk deposits by corporates from 
retail deposits, which have tradi- 
tionally been the core of all deposits. 
That, in turn, has resulted in short- 
ening of deposit maturity. 
“Undoubtedly, we need stable retail 
deposits to fund the higher credit 
growth,” says Gairola. That the banks 
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one. Additionally, banks have the 
option to borrow in foreign cur- 
rency, but the *high forward pre- 
mia in the market has been discour- 
aging bankers from utilising this opt- 
ion," says Sambamurthy. The 
forward premia (over LIBOR, or 
London Interbank Offered Rate) are 
ruling at 3 per cent, which leaves 
hardly any margin for the borrowing 
banks. (Banks hedge their currency 


E BIG HOPE 





Fortunately for banks, deposits as an investment category are growing. 


Savings Category 2001-02 





Figures in per cent 


are scrambling for money is also evi- 
dent in the overnight call money 
market, where rates have shot up to 
20 per cent (week ended December 
31, 2006)—the highest in nine years. 


Some Other Options 

Given that a lot of psu banks either 
already have branches abroad or are 
opening them, raising deposits 
abroad is an option too, but a limited 
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risks by fixing the exchange rate for 
repayment by paying a premium.) 
That means, even if banks borrow 
from abroad, they must find invest- 
ment avenues that return higher 
than normal lendings. As one can 
imagine, that’s not the easiest of 
things to do in a competitive market. 

Yet another option for these 
banks could be securitisation of their 
retail portfolios, which will allow 





them to bundle all their retail loans 
(cars, home, credit card etc.) and 
sell as a single marketable security. 
Private sector banks such as ICICI 
Bank and Hprc Bank are already 
quite active in the securitisation mar- 
ket. “It makes a lot of sense for PSU 
banks to take the securitisation route 
to free up capital,” says Rajesh 
Mokashi, Executive Director, Care 
Ratings. However, a critical mass 
in terms of portfolio size will be 
needed for securitisation. 

If nothing works out, the banks 
may have to resort to raising capital 
either via equity or debt, or a mix of 
both. But equity is expensive and 
debt is usually costlier than deposits, 
besides which banks, globally, never 
raise capital for the purpose of lend- 
ing, which is what the psu banks in 
India will end up doing should they 
choose this route. 

There’s good reason for the 
global practice. Raising capital has a 
direct impact on the return on cap- 
ital, which is an indicator of effi- 
cient use of capital. Private sector 
banks such as Icici Bank, HDFC Bank 
and uri Bank have an Roc of 18-20 
per cent, while PSU giants such as 
SBI and the Bank of Baroda have an 
Roc ranging between 13 and 19 per 
cent. Any reduction in Roc will fur- 
ther bring down the P-Es of public 
sector banks, which anyway don't get 
the same multiples as private banks. 
And as their owner, the government 
will be the biggest loser when their 
market value drops. Says Mokashi. 
“Raising capital is no solution.” 

There’s hope yet. A recent study 
by rating agency CRISIL reveals that 
the PSU banks’ share in the country’s 
incremental savings has remained 
remarkably stable (and not declined) 
over the past five years. With some 
smart marketing—and not to men- 
tion better internal efficiencies—if 
the banks are able to attract more de- 
positors at no great additional cost, 
then their woes may end. If not, 
they'll have to go knocking on the 
doors of the central bank for relief. 8i 
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roads and ports things finally seem to / ^ 
be moving in the infrastructure sector, .. 
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Is the recent award of 8,000 MW of : 


| | | 
| | | 


ultra-mega projects to private sector a 
thumbs up to the ongoing reforms in 
the sector? BALAJI CHANDRAMOULI 


OULD INVESTORS IN THE 

' power sector be going 

"| from being indifferent 
| to hypercompetitive? 

If the stories coming 

out of the recent round of bids for 
ultra-mega projects (4,000 Mw each) 
at Sasan and Mundhra are anything 
to go by, then probably yes. When 
one of the bidders hired a consulting 
firm to work out a winning bid, it 
also asked the consultant to gather 
'competitor intelligence" on the 
other bidders. It's a different matter 
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that the anxious company did not 
win either of the two projects, but 
you get the drift: power projects 
are looking hot again. 

To be sure, the renewed interest 
in the sector is not due to the gov- 
ernment’s plans of adding 1 lakh 
MW to meet its ambitious goal of 
“Power for All by 2012”. The elec- 
tricity buyers, the state electricity 
boards, are still too broke and in- 
efficient to make private sector in- 
vestors bold enough to bet hun- 
dreds of crores on power projects. 
What has changed, however, is per- 
haps the sentiment. Some investors 
are beginning to believe that the 
government is serious about reforms 
and that a clean up of the sector, 
while slow and piecemeal, is in- 
evitable and happening. 

In fact, as the bids for the Sasan 
and Mundhra projects show, even 
the government has been surprised 
by the new aggression. For the do- 
mestic coal-fired Sasan project, 
Lanco Infratech, which has part- 
nered with Globeleq Singapore, of- 
fered an average ‘levelised’ tariff of 
Rs 1.19 per unit, with a first year 
tariff as low as 93 paise per unit. 


sudhan Rao/ Chairman/ Lanco Group 





Power shortage 
(percentage of demand) 


“The tariff from the projects are 
very competitively priced, setting 
new benchmarks,” says R.V. Shahi, 
Secretary, Power Ministry. Tata 
Power, which won the Mundhra 
project, also bid an aggressive 
Rs 2.26 per unit. (Anil Ambani's 
Reliance Energy had also bid for 


For the domestic coal-fired Sasan project, Rao's Lanco bid an ac kaa 
Rs 1.19 per unit, surprising not just rivals but even government officials 
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127673 MW 


Total installed 
generation capacity 


the two projects but did not win 
either.) 

If Shahi is feeling elated, it’s for 
good reason. The contrast in sce- 
nario now and the one back in the 
90s is too stark to miss. Before it 
went for a restructuring package, the 
Dabhol power project, the most hi- 
profile power investment in India till 
date, sold power at over Rs 9 per 
unit, while the average cost of elec- 
tricity in the country, largely pow- 
ered by public sector units, ranges 


HUNGRY FOR POWER ` 


The coming years May-see the supply-demand gap narrowing. 


30,641 MW 
Generation capacity addition 
during 2002-07 





from Rs 1 per unit in the eastern re- 
gion to a high of Rs 1.51 per unit in 
the northern region. 

One of the things that Lanco is 
betting on is that its Chinese equip- 
ment supplier, DongFeng, will help 
pare costs. But Indian competitor 
BHEL says that Lanco may be missing 
a critical point. “Our boilers are 
engineered to allow the quality vari- 
ation in domestic coal, which might 
not be entirely true in the case of 
Chinese manufacturers,” says Ravi 


11,500 MW 


Inter-region power transfer 
capacity 


Kumar, Director (Projects), BHEL. 
“This takes significance given the 
25-year operational life of the proj- 
ect,” he adds. 


Ultra-mega, but Competitive 
Considering that generation cost 
accounts for as much as 80 per cent 
of the consumer’s power bill, in- 
dustry and domestic consumers will 
benefit alike from such projects. 
While the competitive tariff in the 
Sasan and Mundhra projects is 
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viewed by policy makers as a vote 
for the ongoing reforms, there are 
others who don’t entirely agree. 
Former power secretary P. Abra- 
ham in his recent report to the gov- 
ernment noted that the power dis- 
tribution loss reduction over the 
last three years was a mere 5 per 
cent as against the target of 9 per 
cent per annum. Not surprisingly, 
the Central government reform ini- 
tiative, the Accelerated Power Deve- 
lopment and Reforms Programme 
(APDRP), is being restructured. “I 
don’t think there is room for many 
more of such ultra-mega projects,” 
says Power Trading Corporation 
(PTC) Chairman and Managing 
Director T. N. Thakur. 

Dodgy state electricity boards 
apart, fuel is a major headache as 
well. When REL bought the 600 Mw 
Rosa power project from the Aditya 
Birla Group in November last year 
and rechristened it, little did the 
former realise the value of the proj- 
ect nameplate. For, a change in the 
nameplate ‘Rosa Power Supply 
Company’, according to the terms of 
the Central government coal policy, 
means a loss in supply commit- 
ments, which, in turn, means en- 
tering a queue, where the waiting is 
endless. While REL is currently bat- 
tling to save its coal linkage with 
Coal India, and in turn, the project, 
the issue highlights the criticality of 
fuel supply and the government’s 
shoddy policies in the past. 

Attempting to turn a new leaf, 
the coal ministry recently priori- 
tised coal mine allocation to the 
different segments of power pro- 
ducers—merchant producers, pub- 
lic sector units and private sector 
units. However, a more significant 
step is being taken by the Ministry 
of Mines, which has recognised the 
inefficient operations of the near- 
monopoly operator, Coal India. In 
a recent Cabinet proposal, it has 
suggested that coal mines be auc- 
tioned to the lowest bidder, thereby 
recognising the need to directly 
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THE FINANCIAL DEFICIT 


Predictably, the North-East region 


has the highest deficit. 


Region Average cost 
of supply 


Rs/ unit) 


2.11 


Average revenue 
requirement 
(Rs/ unit) 


East 


North-East 4.19 


West 2.29 


North 2.50 
South 2.5] 


invite mine operators. The proposal 
suggests that the coal ministry can 
then decide on the allocation of 
coal mined by the private opera- 
tors. “Compared to global stan- 
dards, CIL operations are at least 
15-20 per cent inefficient,” says a 
leading power producer. Since fuel 
constitutes as much as 50 per cent 
of power tariff, mining efficiency 
gains will significantly moderate 
cost to consumers. 

On the gas front, the market is 
slowly beginning to unfold, with 
the Central government recently 
announcing a natural gas pipeline 
policy. The policy has attracted crit- 
icism from various corners, for it al- 
lows pipelines to be laid only by 


Gap (post 
subsidy) 
(Rs/ unit) 





those corporates that have 
access to gas. Hence, 
Reliance Energy, which has 
a project in Dadri that is 
languishing on account of 
lack of gas supply, has been 
turned down permission to 
set up a pipeline. On the 
other hand, Reliance 
Industries, which has as 
much as 10 trillion cubic 
feet of reserves to boot 
(enough to fire 10,000 Mw 
for 15 years) but no project 
in sight, has obtained clear- 
ance to set up a pipeline from its gas 
field in the deep waters of Krishna 
Godavari basin in Andhra Pradesh 
to the Western India. 

The bottom line is this: Gains 
from generation efficiency and fuel 
management need to go hand in 
hand with reform, which also need 
to be hastened. With distribution 
losses still on the upper side of 30 
per cent, Central government in- 
terventions in state distribution re- 
forms need to be speeded up as 
well. Little else can sweep away the 
Rs 22,000-crore losses borne by the 
power sector. And without doubt, 
that’s something every private in- 
vestor will consider before putting 
money on a new power plant. 
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"HEN TARIFF BIDS 

- for the 4,000-Mw 

Sasan ultra-mega 

power projects 

were opened late 

last oath it turned out to be quite 
a nail-biting finish. Lanco Infratech 
















| — What makes GMR, GVK, 
* Eo nco and Nagarjuna the 
10 players | in the 

"infrastructure business? 


BALAJI CHANDRAMOULI AND E. KUMAR SHARMA 


beat Reliance Energy by a mere 10 
paise per unit. On the face of it, a 
wafer-thin margin, but if you were 
the consumer, it works out to 
Rs 280 crore per annum or Rs 
7,000 crore for the life of the proj- 
ect. Lanco's competitive aggression 
in the high stakes infrastructure 
game is, in a sense, representative of 
the chutzpah running through sev- 
eral other industrial groups in 
Andhra Pradesh—GMR, GVK and 
the Nagarjuna group. *When our 
current portfolio of power projects 
mature by 2012, we are looking at 
a consolidated turnover of 
Rs 15,000 crore per annum (not 






SURPRISE WINNERS 
Andhra Inc. may be small, but it 
has bagged some big projects. 


t: Delhi airport & Hyderabad 
airport projects 


(: Mumbai airport, 330 MW 
h del project in Uttaranchal and 600 
AW thermal project in Punjab 


-anco: 4,000 MW ultra-mega project 
at Sasan, 1,000 MW thermal project 
in Uttar Pradesh - ù 


rjuna: Rs 430-crore » construc- 
tion deal at 800 MW Parbati hydel 
project, Rs 800-crore real estate 
project in Hyderabad 





© Our client, INFOSYS TECHNOLOGIES LIMITED of Plot No. 44, Electronics City, Hosur Road, Bangalore 560 100, India, 
. brings to the notice of the investors, persons engaged in the information technology industry, stock exchange functionaries, ^. 


` investment brokers and bankers, financial and market analysts, and public authorities empowered to sanction trade names and. . 


.. permit participation in the capital market, that there is only one organisation which has exclusive rights under the law to use the ` 


service mark/trade mark/corporate name INFOSYS (either alone or in conjunction with another expression), and that is. 


0. and confusion in the market by wrongfully projecting their association with our client INFOSYS.. Our client states that it has no. 
connection whatsoever with such companies and must not be held liable for any irregular and/or illegal acts of such companies. — : a 

"c5 Our client also warns all those who are using or intending to use the expressions INFOSYS or INFY or FINACLE in respect 
.. of any goods or services that such use would constitute invasion upon the proprietary right of our client vis-a-vis the 








` INFOSYS TECHNOLOGIES LIMITED. | | EE 

` Our client provides consulting and IT services to clients globally - as partners to conceptualize and realize technology driven business 

| transformation initiatives, With over 66,000 employees worldwide, our client uses a low-risk Global Delivery Model (GDM) to 
accelerate schedules with a high degree of time and cost predictability. 
Since inception, our client has spread its business at several locations in India and abroad, and currently has offices in Atlanta, Bangalore, 
Beijing, Bellevue, Bridgewater, Bhubaneswar, Brussels, Charlotte, Chennai, Detroit, Frankfurt, Fremont, Geneva, Hong Kong, Houston, 
Hyderabad, Lake Forest, Lisle, London, Mangalore, Mauritius, Melbourne, Milan, Mohali, Mumbai, Mysore, New Delhi, New York, . 
. Paris, Phoenix, Plano, Prague, Pune, Quincy, Reston, Shanghai, Sharjah, Stockholm, Stuttgart, Sydney, Thiruvananthapuram, Tokyo, 
Toronto, Utrecht, Waldorf and Zurich. : | 
Our client received the ISO 9001/TickIT Certification in 1993, and attained SEI-CMM Level 4 in 1997 and SEI-CMM Level 5 in 1999. 
It is also a recipient of the ISO 9001:2000 and ISO 14001 certifications. Our client ranks no. 8 among the world’s fastest growing 
IT companies and no. 9 on the Wired 40. It has been adjudged "India's Best Managed Company" by A.T. Kearney and has the 
"Best Corporate. Governance" according to Asiamoney. It is the only Indian company to be named "Global Most Admired. 
Knowledge Enterprise", and the Financial Times-Price WaterHouse Coopers survey labelled Infosys as one of the "World's 
Most Respected Companies". | : | 
Our client had coined and adopted the expression INFOSYS in the year 1981, and since then, it has been trading and operating 
worldwide continuously under the INFOSYS name, and using it as its trade mark and service mark. 


Our client is also the proprietor of the trademarks INFY and FINACLE, which have also been extensively used by it: 


' Our client enjoys tremendous degree of investor confidence because of its continuous and rapid strides in performance and exceptional ', 
success records. The high level of goodwill and reputation that has come to be vested in the mark/name Infosys worldwide has made 
the corporate name/trademark INFOSYS distinctive of our client not only in respect of computer and software related goods and 
services, but also in respect of goods and services of all descriptions and kinds. Today INFOSYS is recognized as one of the most 
reputed and well known brands in the country. In fact, it has become a household name, cognitive of quality goods and services. 
In order to accord statutory protection to the trademarks INFOSYS and INFY, our client has applied for/obtained trademark 
. registrations covering goods and services falling in Classes, |, 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, 15, 16, 17, 18, 19, 20, 21, 22, 23, . 
24, 25, 26, 27, 28, 29, 30, 31, 32, 33, 34, 35, 37, 38 and 42 under the Trade and Merchandise Marks Act, 1958 and the Trade Marks 
_ Act, 1999. The goods and services for which such registrations have been obtained or applications filed cover, amongst others, any 

, and all segments and divisions of information technology. 
The trademark INFOSYS of our client is registered in several other countries, including the USA, the UK, Switzerland, Norway, 
Hong Kong, Indonesia, Austria, Singapore, Thailand, New Zealand, Israel, Turkey, Mauritius, Japan, the Russian Federation, Taiwan, ^ . 
_ China, Malaysia, Philippines, Korea, and in BENELUX countries (Belgium, The Netherlands and Luxembourg) and also as a Community — — 


, Trade Mark (CTM) covering the European Union countries. 


Our client has noticed the formation of some incorporated and unincorporated concerns using the trademark/trade name ` 
 INFOSYS of our client as part of their corporate name or trademark. The promoters of these companies are unscrupulously 
using our client's well-known trademark/corporate name to wrongfully project to the consumers and potential investors, their 
“association with our client, INFOSYS. Our client has sent notices to over 350 such infringers, and almost all of them have . 
complied and have changed their corporate name/trade name/trademark to exclude the expression INFOSYS, and our client o 
has initiated appropriate legal action against those infringers who have refused to comply. To this date, our client has filed 40 .— 
suits in the Delhi High Court, the Madras High Court, the Calcutta High Court and the Delhi District Court against those ` 
. who refused to comply to our client's legitimate demand. In 38 such cases our client's stand has been upheld by the Hon'ble Hem 
_ Courts, and orders of injunction and/or decree passed in favour of our client. In two cases, decision of the Court is pending. ^... 
. in a Writ Petition filed by our client in the Hon'ble High Court at Calcutta, the respondents therein, including the Union of” ` 
` India have been restrained from permitting incorporation of any company with the word INFOSYS as its corporate name. ^ ` 
. The public is cautioned against investing in such companies or otherwise dealing with them, whose basic aim is to cause deception — 


































corporate name/trademarks INFOSYS and/or INFY and/or FINACLE, and our client would not hesitate to institute. 
' appropriate legal action against them. | | We | à 
. The investing public, consumers, manufacturers, traders, media, merchant bankers and stockbroking firms are hereby alerted against ` 
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Alluri Ranga Raju/ MD/ Nagarjuna Construction Company 


“We are growing at 45 per cent every year. We 
should cross the billion-dollar mark in three years” 


including Sasan),” says Lanco Group 
Chairman L. Madhusudhan Rao. 
His optimism isn’t without sub- 
stance. For, currently, the group is 
implementing close to 8,000 Mw of 
power generation capacity. Lanco’s 
growth is as impressive as it is sud- 
den. Even as recently as 1991, 
Lanco, which switched from agri- 
business to construction in 1964, 
had just Rs 2 crore in annual rev- 
enues. The big break came when 
the company won the bid in 1997 to 
set up the 368-Mw Kondapalli 
power project. Post Kondapalli, the 
turnover vaulted to Rs 730 crore. 
From then on, success bred success. 


While Reliance (Anil Dhirubhai 





G.M. Rao/ Chairman/ GMR Group 
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Ambani Enterprises) convincingly 
lost to Lanco in the power bid, it 
wasn’t so when it lost to GMR in 
the Delhi airport modernisation bid 
early last year. GMR, which has proj- 
ects worth Rs 8,000 crore in the 
pipeline, was the sole qualifying bid- 
der, even though Reliance Airport 
Developers Private Ltd (RADPL) had 
bid more aggressively. How did GMR 
swing the project? “First, we were 
able to get an able partner in Fraport 
AG. Then, we engaged 15 consultants 
in preparing the bid document and 
finally, there was the Hyderabad 
airport experience that helped us,” 
says Grandhi Mallikarjuna Rao, 
Chairman, GMR Group. “Between 
1997-2002, it dawned upon me 
that our group’s core competence 
was in infrastructure. It is then that 
I decided to divest my holding in 
Vysya Bank and focus entirely on 
this sector,” he adds. 

Like GMR, Gunapati Venkata 
Krishna Reddy prospered on the 
back of the state, starting as a small- 
time contractor for the state’s mega- 
dam project, the Nagarjunasagar 
dam. He then went on to set up 
the first private power project in 
the country in 1996, a bid-out and 
not an MoU project, the 216-mMw 
(phase-I) GVK Jegurupadu project. 
From then on, there was no looking 
back. “Of the total turnover of 
Rs 2,500 crore, nearly 80 per cent is 
from infrastructure projects, while 
the rest is contributed by Novopan, 
hotels and biosciences,” says A. Isaac 
George, Chief financial officer, GVK 
Power and Infrastructure. 

As for Nagarjuna Construction, 


YUSUF KHAN 





it decided to grow in infrastructure 
construction business. “We are 
growing at 45 per cent every year, 
and at this rate, we should cross 
the billion-dollar mark in three 
years,” says Alluri Ranga Raju, 
Managing Director, Nagarjuna 
Construction Company (NCC). 
Going forward, the group is bet- 
ting heavily on the roads segment 
(out of a total order book position 
of Rs 7,000 crore, 43 per cent is on 
roads projects). The company has so 
far implemented over 400 projects 
(mainly in buildings and industrial 
structures) across 18 states. 

[ร there a common thread run- 
ning between these infrastructure 
companies? “The region has seen 
building contractors mature to be- 
come power producers,” says T. 
L. Shankar, former principal of 
the Administrative Staff College of 
India, Hyderabad. Not surpris- 
ingly, Andhra Pradesh boasts of 
the highest number of private 
power producers. Evidently, hon- 
ing contract skills and deepening 
their relationship with the political 
class was a natural outcome of 
their long stints as contractors for 
government civil projects. 

Now, of course, the how of it 
doesn’t matter so much. What mat- 
ters is that they are the infrastructure 
industry’s rising stars today. 


“Between 1997-2002, it dawned upon me that our group’s core competence 
was in infrastructure. And | decided to focus entirely on this sector’ 
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After a slowdown, road 


projects are picking up speed 
in the country. Now, the 11th 
Plan is targeting Rs 1,80,000 
crore of investment in roads. 


SHALINI S. DAGAR 


| WO MONTHS AGO IN 

November, an unusual 
set of visitors came to 

the IL&FS corporate 

headquarters at the fi- 
nancial centre of Bandra-Kurla in 
Mumbai. No, they weren't global 
fund managers interested in infra- 
structure, but nearly half the Assam 
state government led by the Chief 
Minister himself! And why were 
they there? They were there to sell 
the idea of investing in infrastructure 
in Assam to the specialist financial 
institution. “Can you believe it? 
They spent the entire day there," 
exclaims Ramesh C. Bawa, MD and 


CEO, IL&FS Financial Services. 

Increasingly, it seems, IL&FS 1s 
having to play host to such visitors. 
A couple of months earlier, the 
Deputy Chief Minister of Bihar was 
also there with his retinue of relevant 
bureaucrats. This is some role re- 
versal and assiduous courtship of 
financial institutions by government 
officials. And it probably defines 
the changing tenor of the infra- 
structure sector best. 

What attracted these officials to 
IL&FS? The fact that it is executing 
around eight projects for state roads 
in Rajasthan with a total cost of 
around Rs 1,500 crore and these 





states want similar development. 
“We are holding discussions with 
four states, including Bihar, Chattis- 
garh, Jharkhand and Assam for state 
road projects,” says Bawa, pointing 
to the acceleration in road devel- 
opment at the state level also. 

So, a sign of momentum in roads 
sector picking up? Not entirely. 
Overall, the progress has been 
patchy at best in northern and east- 
ern states. Improvement in rural 
roads too is becoming visible only in 
more progressive states under the 
Pradhan Mantri Gram Sadak Yojana. 

The accelerating pace of activity 
is crucial as many of the road-related 
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development is bogged down by 
state-level issues as has been seen 
in the showcase programme of 
National Highways Development 
Programme (NHDP). The Golden 
Quadrilateral, which was to be com- 
pleted end-2005, is nowhere near 
completion, with land acquisition 
issues troubling the last 5 per cent of 
the programme. Though NHAI has 
cancelled some projects and awarded 
them afresh, it will take some more 
time. This has heightened the per- 
ception of a slowdown in the NHDP 
over the past two years. “Yes, there 
was a slowdown in the award of 
new contracts and in the dispute 
resolution in the existing projects,” 
says Ajit Gulabchand, Chairman 
and Managing Director, Hindustan 
Construction Company. 

The slowdown is most clearly 
visible in the contracts for 1,053 
km that still have to be awarded in 
the North-South East-West corri- 
dor (see The Roads Story). The 
deadline for the completion of the 
corridor was 2008-end. With typical 
execution time from the award of 
the contract ranging from 30-36 
months, the completion schedule is 
in serious danger of going awry. 


Work-in-Progress 
One of the major reasons for the 
slowdown has been the change in 
the financing pattern for road de- 
velopment. When NHDP was started 
during the NDA regime, it was visu- 
alised to be funded from public 
finances. However, as NHAI gained 
experience and the new govern- 
ment came in, the thinking changed 
towards greater private sector fund- 
ing for infrastructure projects 
through the public-private partner- 
ships. And build-operate-transfer 
(BOT) projects became the norm. In 
terms of charges, the toll model was 
favoured over the annuity model. 
Along with this change in fund- 
ing pattern came new processes, 
some of which are being fine-tuned 
even now. The PPP approval 
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THE ROADS STORY 


Work on more than 12,000 kms of NHAI road 


GQ 

NS & EW Corridors 
Port Connectivity 
Other NHs 

NHDP phase-illA 
NHDP phase-V 
TOTAL 


committee was set up to clear such 
projects. The model concession 
agreement (MCA) for roads has been 
a work-in-progress now for almost 
two years. The Planning Commission 
and the several ministries involved 
had differences on some clauses. 
“Finalising the MCA has taken more 
time than anticipated partly because 
it is a complex document and partly 
because several other ministries also 
need to agree with the document,” 
says Amrit Pandurangi, Executive 
Director, PricewaterhouseCoopers. 

The new MCA incorporates the 
experience of the previous five years 
and has clearer risk-sharing 


to begin. 


projects is yet 





agreements between the private op- 
erators and the government and 
longer risk sharing over a period of 
time. However, increasingly a 
greater share of the development 
risk is being passed off to the private 
sector. “State support agreement, 
inter-ministerial coordination, land 
acquisition, associated activities such 
as utilities shifting or environment 
clearances—all these are jobs of 
NHAI. You can’t pass them off to 
the private sector,” says a financier of 
road projects. 

One of the contentious issues 
included the minimum commitment 
from the government by way of 





land acquisition prior to award of 
contracts. The Planning Comm- 
ission was in favour of higher per- 
centages (80 per cent) of land being 
acquired prior to the award of con- 
tracts, but the NHAI officials believe 
it to be impractical. Now over the 
last few weeks, there seems to have 
been an agreement on a figure of 50 
per cent. Though the private sector 
is uncomfortable sharing greater 
risks, it is also aware that sharing 
some risk is the only way forward. 
“Closer to 100 per cent land on 
the day of the award is certainly 
preferable but it is impractical,” 
says G.V. Sanjay Reddy, Vice- 
Chairman, GVK Group. 

Dispute resolution is a sticky and 
prolonged process. Currently dis- 
putes are referred to a dispute review 
board (DAB) and then a dispute ad- 
judication board. However, they do 
not have full powers. The next few 
stages can be an arbitration tribunal, 
which can be taken up by the high 
court for further decision. “If fi- 
nally the disputes have to be re- 
solved by process of arbitration, or 
adjudication in the high court, the 
role of dispute DAB seem to be re- 
dundant. The cost involved may 
not have to be incurred,” says 
Subhash Sachdeva, Executive 
Director, Punj Lloyd. 


PHASI DESCRIPTION 
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NHDP-I* GQ 

NHDP-II* NSEW corridors 
4-laning of sections 
2-laning 

6-laning the GQ 
Expressways 


NHDP-III 


NHDP-IV 
NHDP-V 
NHDP-VI 
NHDP-VII 
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Another issue is that of the fail- 
ing momentum at the organisation 
spearheading the NHDp—National 
Highways Authority of India. After 
the Satyendra Dubey incident, in- 
frastructure industry people say 
there has been a fear psychosis in 
the organisation that has con- 
tributed to the predictable slow- 
down. Others say it has lost the 
missionary zeal with which it was 
set up. “There is sometimes exces- 
sive and wrong vigilance which 
stalls genuine progress,” says HCC’s 
Gulabchand. “To be fair, NHAI must 
also be given suitable powers along 
with responsibilities and accounta- 
bility,” notes Feedback’s Chatterjee. 
The reorganisation of NHAI an- 
nounced in the Budget speech in 
February 2006 is still being worked 
out. And the proposal is likely to be 
taken up by the Cabinet over the 
next two months. 

Nevertheless, all is not dark. 
Despite some sluggishness in the 
initial phase of the UPA regime, the 
NHDP and the executing agency NHAI 
seem to be picking up steam. NSEW 
corridor work is underway on 5,295 
km of the total of 7,300 km. During 
the calendar year 2006 up to 
November, 33 contracts for the 
length of 1405.29 km amounting 
to Rs 10,134.33 crore were awarded 


Bypasses, Ring-roads 


» THE 11TH PLAN INVESTMENTS 


It plans to triple road investment to Rs 1,80,000 crore”. 
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by NHAI. “The acid test for our per- 
formance is the participation by the 
private sector. If they continue to 
participate in road projects, we must 
be doing something right,” says NHAI 
member P.B. Chaturvedi. 

On that litmus test of private in- 
vestment, NHAI has done well in- 
deed. The construction companies 
have voted with their wallets. There 
were aggressive bids for “negative 
grant” BOT projects—with the NHAI 
garnering over Rs 1,800 crore over 
the last two years from their award. 
Negative grants is the money that the 
private sector pays to the govern- 
ment to build, operate and collect 
toll on the road for a specified pe- 
riod of time. The highest amount 
paid was Rs 504 crore for the 65 
km-long Surat-Bharuch road by IDAA 
Infrastructure. “These were some 
of our best projects with internal 
rates of return between 25-30 per 
cent,” Chaturvedi says. 

Did we ever have doubts about 
the profitability of the roads sec- 
tor? The roads sector is intimately 
tied to the general economic growth 
in the country. And traffic projec- 
tions on many of these roads have 
been in line with the economic cycle. 
With the economy on a roll, more 
investors may feel emboldened to bet 
on the roads sector. 


JANUARY 28 2007 BUSINESS TODAY 103 


bt special 


n the 






urnwc 


Work has begun on Mumbai and Delhi 


airports, but not enough is being done to 


match the boom in aviation with airport 
infrastructure. sHALINI s. pacar 


VER THE NEXT FEW 
years, there will be 
600-700 aircraft in 
India. Where are 
they going to be 
parked?" asks G.V. Sanjay Reddy, 
MD, Mumbai International Airport, 
and Vice Chairman, GVK Group. 
At present, with just around a third 
of that aircraft strength (250-odd 
planes), there is a crunch for park- 
ing bays. That is going to start 
pinching as different airlines scale up 
their fleet strength rapidly. Air 
Deccan's MD G.R. Gopinath says 
the shortage is already so acute that 
there is often no open air parking 
also available. *I have six aircraft in 
Kolkata and just one hangar." 

The implication: *The aviation 
industry in India is going to be stifled 
unless airport infrastructure is rap- 
idly scaled up,” notes GVK’s Reddy. 
His company's joint venture with 
Airports Authority of India is ex- 
pected to set right more than a few 
things at Mumbai airport. The re- 
vamped terminal already wears a 
new look and by the time MIAL fin- 
ishes with the modernisation pro- 
cess, Mumbai will be able to handle 
40 million passengers. Post-revamp 
Delhi airport will be able to handle 
37 million. 





104 BUSINESS TODAY JANUARY 28 2007 


While the privatisation at the 
Delhi and Mumbai airports has bro- 
ken the jinx of the airports sector in 
India, clearly much more needs to 
be done. And it is being done. Civil 
Aviation Minister Praful Patel's team 
is considered one of the best per- 
formers in the current government. 
India is planning nearly Rs 40,000 
crore of investments in the airports 
sector over the next few years (see 
The Revamp Plans). And it is in sev- 
eral multiples of investments made 
over the past few years. 

However, the scorching pace of 
30 per cent at which Indian air- 
port traffic is growing means that by 
the time many of these capacities 
come on stream, demand may well 
have outstripped supply yet again. 
"The government should already 
start looking at new airports at 
Delhi and Mumbai," says Gopinath, 
insisting that the current situation is 
nothing short of a national crisis. 
Gopinath bases his case on require- 
ments for aircraft segregation, con- 
sumer-benefiting competition and 
pure demand. 

Former cabinet secretary Naresh 
Chandra agrees that Indian policy 
makers will now have to think and 
plan big. *If we handle it properly, 
then traffic will grow at 20 per 





cent, otherwise it will grow at 15 
per cent with huge suppressed de- 
mand," Chandra says. Unlike in 
roads, the government does not 
seem to be working to a plan in 
the airport sector, and if it is, then 
it is not very evident. “There is no 
overall master plan for a region. 
Every airport wants to grow very 
large," says Amrit Pandurangi, 
Executive Director, Pricewater- 
houseCoopers (PwC). 

And considering that a large 
portion of the funds for these air- 
ports would be coming from the 
public sector, questions about opti- 
mal use of resources could be raised. 
Many of the proposed non-metro 
airports may not turn out to be 
economically viable immediately. 

Raajeev B. Batra, Executive 
Director (Advisory Services), KPMG 
India, adds that even investors 
would be more confident if there 
were better clarity on the national 
game plan. 
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Keeping the issue of viability in 
mind, the government is planning to 
seek private investment for city- 
side development in non-metro air- 
ports. The aero-side development 
will be undertaken by the Airports 
Authority of India. Only time will 
tell how much private investment 
comes into the sector ultimately. 

Yet, as Arvind Mayaram, Joint 
Secretary (Infrastructure), Finance 
Ministry, says there is merit in build- 
ing surplus infrastructure. And con- 
nectivity of the smaller towns is re- 
ally going to be the driver of more 
equitable economic growth. Besides, 
India has a habit of beating growth 
expectations. 

Going forward, implementation 
itself is going to be an issue. As new 
private operators come in, one mon- 
opoly (public sector) is being rep- 
laced by another (a private sector 
operator) and the relationship bet- 
ween airports and airlines needs to 
be carefully nurtured. “An economic 
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ment is not considering privatisa- 
tion, corporatisation of operations 
must be considered to improve ef- 
ficiencies," says KPMG’s Batra. 
Added to it are minor glitches 
such as restrictions on city-side de- 
velopment by private operators. In 
India, operators can only build 
“travel-related” infrastructure on 
the city-side. "90; technology Or 
business parks are not possible," 
says Batra, pointing out that 
Bangkok airport even has a golf 
course within its precincts. 
Internationally, airports derive a 
major share of their revenue from 
non-aeronautical activities, while 
in India they contribute just around 
30 per cent to revenues. 
Simultaneously, revamp of avi- 
ation-related technologies and build- 
ing up supporting capacities will 
be a prerequisite for this all-round 
growth. The fog-related delays (not 
to mention costs) every winter in 
Delhi are a sore pointer to the gap 






About Rs 40,000 crore is to be invested in big and small airports. 
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regulator for airports is critical. 
There is visibility on airport tariffs 
for the first two years post-privati- 


sation in Delhi and Mumbai. After 
that what?” asks KPMG’s Batra. 
The government is planning to 
constitute an Airport Economic 
Regularity Authority. 
Ministers is looking at the proposed 
bill. “At airports where the govern- 
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between actual and desirable per- 
formance. Massive upgradation of 
air traffic control (ATC) services is 
also needed. And for the present, a 
grim but effective reality check by 
Deccan’s Gopinath: “Singapore air- 
port (Changi) alone handles 1,200 
flights a day, which is what nearly 
40 airports in India do.” Incredible? 
Better believe it. 













© Things are looking " for Indian menie 


UU can it sustain its gains? \MAN MALIK 
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FFORTS OVER THE LAST 

two years to turn around 

Indian Railways have 
, yielded bounties of vari- 

ous sorts. For one, ‘man- 
agement’ and ‘Laloo’ are now 
uttered in the same breath by stu- 
dents from IM Ahmedabad to the 
Harvard Business School. More im- 
portantly, the measures unleashed 
over the last two years have un- 
locked revenues. Freight earnings, 
for example, were up 17 per cent to 
Rs 26,661 crore in April-November, 
2006, compared to 2005-06. And 
therein lies an issue. “It is common 
practice in the Railways to set up 
ambitious investment targets,” 
explains an official, “but the 
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amounts are usually truncated by 
the Planning Commission." 
Moreover, analysts say that while a 
17 per cent increase in freight is 
largely responsible for the Railways’ 
reversal of fortunes, the ability of the 
ageing network to handle such an 
increase in the long term is suspect. 

Also, officials argue that the 
Railways’ efforts at attracting in- 
vestments through the public private 
partnership (PPP) route will not ac- 
count for a large infusion of cash, at 
least in the short term. “With the 
exception of port connectivity and 
container services, it is unlikely that 
Railways will generate big money 
from the ppp route, primarily because 
of the long gestation periods in- 
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volved,” reckons Vijaylakshmi 
Vishwanathan, former Finance 
Commissioner, Railways. 

Even the much hyped dedicated 
freight corridor seems to have run 
into some rough weather with a 
60 per cent rise in capital costs, 
from the original projection of Rs 
22,000 crore to Rs 35,000 crore, 
largely on account of increased 
land requirements and technologi- 
cal factors. 

Most stakeholders say that 
growth in key areas is likely to taper 
off in the medium term. However, 
some like Sankalp Shukla, CEO 
Inlogistics, one of the 14 players 
that have entered into a concession 
agreement with the Railways to 
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handle container operations, feel 
that the main challenge for the 
Railways would be that of finding 
ways to increase its commodity 
base. "For the Railways to remain 
an efficient medium, it must diver- 
sify its commodity base while at 
the same time ensure that options 
like the proposed dedicated freight 
corridor remain attractive enough 
for players to step into," he says. 

The task ahead, therefore, is 
two fold—sustaining the commer- 
cialisation efforts and at the same 
time resisting profligacy. 


Port of Call 

While a truant Railways loses traffic 
to alternate modes of transport like 
roads (it happened in the past), the 
same logic does not hold in the 
ports sector, since it has a natural 
monopoly. Not surprisingly, a good 
number of the country's largest ex- 
porters of manufactured good— 
automotive and automotive ancillary 
companies—don't have the nicest 
things to say about the ports sector. 
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Ports have, for long, remained 
largely neglected even though they 
handle over 95 per cent of the 
country’s international trade by vol- 
ume and 70 per cent by value. An 
investment programme kicked in 
only in 2002, through the National 
Maritime Development Programme 
(NMDP). Out of the Rs 1,00,000- 
crore investment envisaged under 
the scheme, Rs 55,000 crore would 
go into ports, and the rest into ship- 
ping. “Of this, Rs 35,000 crore is 
expected to materialise through the 
ppp route while the rest would be 
from government accruals,” says 
A.K. Bhalla, Joint Secretary (Ports), 
Ministry of Shipping. 

While private money has al- 
ready entered the ports business, 
with international majors DP World, 
PAS and Maersk having set up joint 
ventures with major ports, it still 
remains a trickle. And analysts 
contend that it will remain a trickle 
so long as ports are not allowed to 
function independently. “At present, 
all major ports, except Ennore, are 


Kolkata Dock System — 12.60 


STEPPING UP THROUGHPUT 


๒ Capacity enhancements should ease congestion at ports 





21.60 4720 


Haldia Dock System 42.20 73.80 1,520 
Visakhapatnam 9495 130 3,540 
Chennai 48.80 61.60 2,170 

NS Tuticorin 2055 45.80 3,000 
s JNPT 3610 — 9490 15,880 
Kandla 46 105.60 4,990 
261.2 — 5333 39,820 


Source: Ministry of Shipping, Government of India; IPA 


Trusts, regulated by the Central 
government and therefore are not 
governed by the Companies Act," 
points out Krishnakant Thakur, 
Analyst, Edelweiss consultants. 
Besides over-regulation, this causes 
a problem of disparity vis-à-vis the 
non-major ports, which operate 
with lesser regulatory oversight. 

In fact, if industry watchers are 
to be believed, the coming decades 
will largely see minor ports driv- 
ing growth. “In the last few years, 
state governments, which control 
minor ports, have become aggres- 
sive," says Rajiv Ranjan Sinha, 
Managing Director, Maersk 
Shipping. He points out that as 
states see their hinterland industri- 
alising, they will go all out to woo 
customers to build port capacities. 

Another major issue facing the 
ports sector is that of hinterland 
connectivity. “The need of the 
hour," says Manish Sharma of 
KPMG, "is to unshackle the industry 
by weeding out systemic issues that 
have long plagued it." Indeed. 
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Starting the Gravy Train 


Where will money for the proposed $350 billion 
investment in infrastructure come from? suaumi s. pacar 


SK ANY BUSINESSMAN 
what is the topmost fac- 
tor that could stall the 
India growth story, and 
he'll tell you that it is in- 
frastructure. The answer has been 
quite consistent over the last few 
years. The noise for better infra- 
structure has now risen to a cres- 
cendo. And the impact has been 
that India has started talking about 
the size of the funds needed to 
bridge the infrastructure deficit. 
The size, as can be expected, is 
gargantuan: $350 billion, or Rs 
15,75,000 crore, at last count. How 
has the figure been arrived at? In the 
approach paper to the 11th Five 
Year Plan (2007-2011), the Planning 
Commission has, perhaps, for the 
first time, outlined the current in- 
vestment in infrastructure (including 
everything from roads to rail to 
power to airports), and noted that it 
will need to increase from 4.6 per 
cent of GDP to around 8 per cent in 
the 11th Plan period. 
Hence, if economic growth is 
to accelerate from 7 per cent to 9 
per cent, investment needs to in- 
crease by 6 percentage points, 
then roughly half of it has to be in 
infrastructure. The $350 billion 
comes from an extrapolation of 
increasing spend on infrastruc- 
ture along with rising economic 
growth. Infrastructure advisory 
firm, Feedback Ventures, has 
worked out the estimates of sec- 
toral investments needed and the 
sources of funds based on world- 
wide trends (see Where tbe Money 
Will Go...). 
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Where the Money Will Go... 


Power W120 
Railways 67 

Roads 49 
Irrigation 18 

Ports 11 
Airports 9 

Others 76 
Figures in $billion 
...And Where it Will Come from 
Overseas development 
aid (ADB, World Bank) Public expenditure 
($38.5 billion) ($234.5 billion) 





Private sector ($77 billion) 
Source: Feedback Ventures 





Still a long way to go: Prime Minister 
Manmohan Singh at an NHAI function 


Gajendra Haldea, infrastruc- 
ture advisor to the Planning 
Commission, says that the num- 
bers are still being worked upon. 
However, it is clear that a major 
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share of the infrastructure spend 
would be from the government— 
either through budgetary support 
or via corporate investments from 
public sector units. *There is a 
limit to the amount of finance 
one can mobilise from domestic 
markets. You have no choice but 
to go to the international mar- 
kets," says Ramesh C. Bawa of 
IL&FS. But as Sanjay Reddy of 
GVK Group points out, infra- 
structure finance has become less 
of an issue especially for ready 
projects. *We sewed up the fund- 
ing for Mumbai airport mod- 
ernisation in 45 days," he adds. 

The absence of a steady stream 
of ready-to-invest bankable proj- 
ects, or ‘cooked projects’ as Feed- 
back’s Chairman Vinayak Chatterjee 
likes to call them, is going to be 
more of an issue. Finance Ministry’s 
Arvind Mayaram, who looks after 
infrastructure, agrees. “The key 
issue here is the capacity of the 
public sector to conceive, develop, 
process engineer and bid out the 
public private partnership projects.” 

The government is trying to 
address these issues by providing 
assistance to state governments to 
hire three consultants with the 
required domain knowledge. The 
$3-million Asian Development 
Bank-assisted project makes con- 
tinued financial aid contingent on 
the state governments bidding out a 
minimum value of projects every 
year. Therefore, what's holding up 
investment in infrastructure is not 
money but the lack of an enabling 
environment. ü 
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Mid-caps lagged the market last year, but this year promises to 
be better. Here’s how and where to find the opportunities. 
CLIFFORD ALVARES 


HROUGHOUT 2006, LARGE 
cap companies proved 
to be a profitable invest- 
ment for investors as 
foreign capital worth 
billions of dollars went into some of 
the big names of the stock market. 
That is now changing. The big com- 
panies are now large in size and 
scale and realistic assessment of 
churning out good returns on equity 
that will attract more investors 
seems no longer as easy. Mid-caps, 


on the other hand, remain a tough 
segment to invest in, given their 
niche businesses and scalability is- 
sues. But going purely by the valu- 
ation yardstick, this segment ap- 
pears the most promising this year. 

And the signs are already visible. 
Over the last two months, mid- 
caps have outperformed the broad- 
based Sensex as investors find this 
segment more attractively valued. 
The BsE Mid-cap Index gained 6.5 
per cent since November 2006 as 


against 5.8 per cent rise of the 
Sensex, beating the market by a 
small but steady margin. By com- 
parison, the BSE Mid-cap Index un- 
derperformed the Sensex since May 
2006 (see David vs Goliatb). But 
now with the recent out 
performance, the spotlight is back 
on mid-caps. Says Gurunath Mud- 
lapur, Managing Director, Arther- 
stone Institute of Research: “It’s 
going to be a great year for mid- 
caps and the time has come for 
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them to perform, There’s 
opportunity here.” Agrees 
Kunj Bansal, cio, Religare: 
“Mid-caps as a category are jy 
poised to do well.” 

One of the key reasons 
mid-caps underperformed last 
year was their over-stretched 
valuations. On May 17, 
2006, just before the crash, 
the price-earnings ratio, 
which is the common valua- 
tion yardstick, of the CNX 
Mid-cap stood at 22 times 
earnings, while that of the 
S&P CNX Nifty was around 
10 per cent lower at 20.6 
times. Some of that excess 
valuation was corrected in 
the sharp meltdown in mid- 
cap stocks after the market 


» David vs Goliath 


The BSE Mid-cap Index underperformed 
the broader market Sensex. 


146.82 


year was the overseas capital 
flow from foreign investors. 
Big foreign investors tend to 
prefer stocks that trade in 
significant quantities where 
liquidity is high and large 
buy or sell orders do not tend 
to distort the price. Besides, 
last year, more than 180 new 
foreign investors entered the 
Indian markets, driving up 
demand for liquid stocks. 
Most of the new investors 
look at stable and well-re- 
searched companies initially. 
When the valuations of the 
larger cap companies begin to 
look stretched, these compa- 
nies look at the mid- and 
small-cap players. By com- ° 
parison, some of the mid- 


crash of May 2006. 80 

For now, though, much 
of the valuation gap has been 
corrected. As of now, the val- 
uation of the S&P Nifty stands 
at 21.4 times, while that of 
the CNX Mid-cap Index is 


sized companies have lower 
volumes traded on the stock 
exchange, which tends to 
keep away big foreign 
investors. 

Foreign funds have also 
been looking at companies 


Jan. 2, 2006 

แพ พ Mid-cap แพ พ Sensex 
BSE Mid-cap Index: 29.4% BSE Sensex: 46.82% 
The crash of May 2006 hit the market hard, but while the Sensex 
staged a smart recovery, mid-caps never quite made it. This year, 
though, market experts contend that the valuation gap is expected 
to narrow. Still, while 2007 promises to be the year of mid-caps, 
scalable business models and growth companies are the ones to 
watch out for 


Dec. 29, 2006 


around 19 times, depicting 

an undervaluation of the mid- 

caps by about 10 per cent. Further, 
coupled with a higher profit growth 
possibility in the mid-cap space, 
there’s a good chance that mid-cap 
stocks could outperform the markets 


in the current year. 


Volumes a Drawback 


Among the other main reasons for 
the market to favour large caps last 


Pitfalls of Mid-cap Investing 


When taking a loan, do not lose sight of basic principles. 


e Scaling-up fails: Companies that fail to scale up their businesses and 
successfully make the transition to grow their businesses could see 


profits : stagnate in the long run = 


Foreign money flows: Money flows last year have been skewed 
towards large caps. If the same pace continues, mid-caps might still lag 


the bigger players 


Over exposure: Keep a reasonable mix of mid-cap companies in a 





portfolio. Don't over-expose investments to only mid-cap companies as 


the sector could prove volatile 








Churn when needed: Investors tend to stick to mid-cap companies 
because they appear cheaper than large cap stocks. Keep an eye on the 
numbers and shuffle whenever the numbers fall short of 

expectations or the earnings horizon 
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Source: Market data 
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that have a better manage- 
ment and an earnings visibil- 
ity going forward and some of the 
larger names matched the criteria set 
by foreign investors. So, it’s likely 
that much of the mid-cap versus 
large cap debate will rage around 
the way foreign funds make their 
moves this year too. If there’s a 
huge surge of foreign investors, 
there’s a chance that the large cap 
companies could continue to do 
well. Says Sandeep Nanda, Head 
(Research), Sharekhan: “If there’s 
going to be foreign investor-driven 
money flow, then the large caps 
will continue to be the flavour.” 


Compelling Valuations 

But volumes and fund flows are 
just a part of the equation, and 
growth rates another. Over the 
next year, the growth potential of 
the mid-cap companies far exceeds 
the large caps due to their smaller 
base and ability to scale up their 
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businesses. Besides, with the 
growth in the Indian economy ex- 
pected to cross 9.5 per cent, there’s 
plenty of business opportunities 
available for mid-sized companies 
in tier-II and -III cities to make 
their mark on the business scene. 
Says Mudlapur: “There are many 
mid-sized companies that cater to 
the smaller cities and in some, the 
growth rates could be higher be- 
cause of lower base and high 
growth business models." 

Going purely by the valuation 
differential, there's a good chance 
that the mid-caps will outperform 
the markets this year. As of now, 
the s&P Nifty trades at a premium 
of 10 per cent to the CNX Mid- 
cap. The gap is likely to narrow as 
the valuations of mid-caps increase. 
Besides, analysts contend that there 
are a significant number of mid- 
sized companies with robust busi- 
ness models that can be scaled up 
significantly over the next few years 
to deliver consistent earnings ex- 
pansions, precisely what the market 
is looking for. Though, not many 
mid-caps can be counted among 
those that can deliver. Says Nanda: 
"There's a need to be selective in 
mid-caps because you are trying to 
play scalability in this sector." 

That's because mid-cap investing 
is not the same any more. The 
themes that drove mid-caps—rise in 
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"There's a need to be selective in mid-caps because you are 
trying to play scalability in this sector" — 
Sandeep Nanda, Head (Research), Sharekhan 


commodity prices or say a drop in 
interest rates—are non-existent in 
the current market place. Says 
Bansal: *It's not the same set of 
mid-cap stocks moving. A differ- 
ent set of mid-caps did well ear- 
lier, and a different set is performing 
now." Essentially, movements in 


These mid-cap stocks appear all poised to deliver in 2007. 
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mid-caps will henceforth be only 
driven by stock-specific stories such 
as an increasing order books or re- 
structuring businesses. At the mo- 
ment, investors need to focus on 
bottom-up stock picking in the mid- 
cap space, look for specific niches or 
growth in the geographies that a 
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Networking solutions provide ample momentum 


Source: Prowess 
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“Mid-caps are pone to do well. A different set of mid-caps did 
a different set is conis now" 
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Kunj Bansal, CI0, Religare 


company operates in, or even a 
restructuring of its enterprise to un- 
lock value. 


Investing Rules 

But a direct jump in mid-caps is 
not going to prove all that hunky 
dory. Not all mid-caps have it in 
them to join the big league. 
Besides, when you look at mid- 
sized companies, it’s difficult to 
tell which ones could grow big- 








ger and successful or which might 
fold up. Typically, mid-cap com- 
panies have market caps that range 
from 

Rs 750 crore to around Rs 3,000 
crore. By contrast, larger compa- 
nies’ market caps could nudge over 
Rs 1 lakh crore. It’s not surprising 
that some of the large cap com- 
panies today were mid-caps earlier. 
Of course, only a few investors 
are lucky enough to pick a com- 
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pany, which later goes on to grow 
so large in size. Nevertheless, here 
are three rules to invest in mid-cap 
companies, 

Growth: The Indian economy is 
strong and growing, and in this 
scenario, it’s companies with a 
growth potential that can fetch 
good returns for investors. For 
now, there are many areas in which 
the mid-sized companies operate 
that are growing like auto ancil- 
lary, real estate ancillaries like ce- 
ment and ceramics. 

Profitability: Profits are one thing, 
profitability another. How good a 
return are the firms making on 
their capital employed or the net 
margins, gets increasingly important 
for mid-caps especially since the 
commodity prices and manpower 
costs are on the higher side and 
the ability to pass on these to end- 
consumers can be severely tested. If 
a company cannot pass on these 
costs, despite a strong growth in 
revenues, profit growth can be 
muted. And if the earnings growth 
does not pan out as expected, some 
savvy investors will begin to move 
out before you know it. 
Scalability: A business has to grow 
in size for an investor to make the 
best possible return over the long 
term. Therefore, look for those 
companies that have the ability to 
take on more orders and execute 
the same at a decent pace. At the 
end of the day, it’s the ability to 
translate the opportunity in to prof- 
its that investors should watch for. 
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Axe the Tax 





It is taxing time again. Here’s how to save on your tax bill. KRISHNA GOPALAN 





ANGALORE-BASED IT PROFES- 

sional Ravi Verma bought 

an apartment two years ago 
financed through a home loan of 
Rs 10 lakh to be repaid over 10 
years. Verma’s monthly outgo is a 
tidy Rs 11,800. There is a twin-fold 
incentive for him. One, he gets to 
live in the house which he has 
bought from the time the deal was 
inked, but more importantly, there 
is a handy tax benefit that comes 
his way. The tax rebate on the prin- 
cipal and the interest put together 
is on Rs 1.5 lakh per annum. 
“What I get through tax rebate is 
definitely useful when it comes to 
how much I have to pay each year 
as taxes,” he says. 

This is the world of tax planning 
where options exist and all it re- 
quires from an average taxpayer is 
commitment in terms of time 
coupled with some sensible plan- 
ning. It is not rocket science and for 
most people, the issue gets a little 
complicated when they view tax 
planning as something that is to 
be kept for the last quarter of a fi- 
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Rush hour: Planning can take away that last quarter pain 


nancial year. That seldom works 
and as investment consultant Sand- 
eep Shanbhag puts it: “Time is im- 
portant when it comes to tax plan- 
ning and a good time to start, if 
you have not, is the month of 
January.” 

Well, January is here and it is 
time to take a good, close peek at 
your financials. If you have a hous- 


| \ 


“Housing loan repayment 
requires no planning" 

Gautam Nayak/ 

Chartered Accountant 


ing loan, well and good since there 
are tax breaks on the principal and 
interest repayment. That amount 
for many people is well in excess of 
around Rs 8,000 every month and 
there is a benefit which keeps the 
taxman at bay. "Something like a 
housing loan repayment or a life in- 
surance premium requires no 
planning. The planning comes in 
for the balance amount which will 
still attract taxes," says chartered 
accountant Gautam Nayak. He 
cites the case of a tax-saving mech- 
anism like infrastructure bonds 
which existed earlier. *Those kinds 
of options are today limited," adds 
Nayak. But if there's still some 
scope left to save taxes, there's a lot 
more you can do. 

So, what other options does a 
person like Verma have? Like most 
people, he has gone in for Public 
Provident Fund (PPF) where one 
can put in a maximum of 
Rs 70,000 per annum. The plan- 
ning as far as PPF goes should be 
done at the beginning of the fi- 
nancial year and it almost never 





"Taxes cannot be eliminated. 
They can only be reduced" 


Investment Consultant 
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— There are still about. three - 
months left and some tax planning _ 
can still be done. The fact remains _ 
that the tax outgo merely increases — 
. with increase in income. As Shan- ง ง 
 bhag puts it, *Taxes cannot be elim- 
inated. They can only be reduced”. 
- From the: taxpayer s point of view it — oo 
ds just a question of ; getting the best | — 
nself. The options exist andit 0 
is up to the person how well he 
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Know your Fund Manager's Style . 


Look closely at a fund's composition. There is merit in knowing its 
investment style. SHALINI S. DAGAR 


RUN ROY, 32, IS A TYPICAL 
mutual fund investor who 
can't quite seem to remember 
the number of schemes he has sub- 
scribed to in the last 10 years. In 
tune with the old adage of “not 
all eggs in one basket”, he has 
achieved diversity of schemes. 
However, it seems to be a fruit- 
less diversification as he often not- 
ices the great performance of one 
scheme is neutralised by the not- 
so-great performance of another. 
Arun often wishes he could pre- 
sciently spot which schemes are 
going to perform better than oth- 
ers. He has diversified into debt 
and equity and broadly understands 
the principles at work and when 
should one switch from equity into 
debt and vice-versa. But equity 
funds stump him. A host of small- 
cap funds ostensibly with the same 
objectives of investing in small-cap 
companies can yield widely differ- 
ent returns. Arun is aware of cheap 
or stretched stock valuations. Yet 
there is something more that seems 
to be at work here. And that 
something seems to be linked to 
stock selection. 


Style Solutions 
Fund management experts call that 
nebulous something more— 
investment style. Ashvin Arora, 
Director, OptiMix, an independent, 
multi-manager division of ING 
Investment Management, says: 
“Style is the essence of what drives 
stock selection. Sometimes it is def- 
ined by the asset management com- 
pany, at other times it is a func- 
tion of the investment team—their 
experience, their intuitive skills." 
(see Style Analysis). 

Different styles work best at 
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The Market Cycle 


What type of funds usually work in 
different economic conditions. 


Farly 
Growth or 
Recovery 


GARP ` 
Thematic 
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Contra 











Late Cycle 


Economic Economic 

Growth Slowdown 
or Mid Cycle 

Growth — Correction 

Mid-caps 

Momentum Value 
Large-caps 
International 
Funds 
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different points in the market and 
corresponding economic cycle. 
While investment style in India 
is an emerging field, globally, res- 
earch on style characteristics has 
been around for sometime. The 
objective: to assess a fund on the 
basis of its stock holdings and mak- 
ing investments in the funds most 
suited to the market conditions. 
So, what really are the different 
investment styles? Among the com- 
mon, but popular and easily iden- 
tifiable, styles are growth and value. 
Both styles have been around for 
years, but stocks selection based 
on them works at opposing ends of 
the market cycle. Value investors 
look for undervalued stocks in the 
expectation of making a profit 
when that value is recognised by 
the market. Value stocks are ess- 
entially characterised by qualities 


bt money 


such as low price-to-earnings, high 
dividend yields and high cash flows. 
If a fund holds a sufficiently large 
amount of value stocks consistently 
over a period of time, its style of 
investing is value. OptiMix finds 
the Templeton India Growth Fund 
consistently adhering to the value 
investing style. 

On the other side of the divide, 
growth investing is all about buying 
companies that are likely to show a 
strong growth in revenues and prof- 
its in the foreseeable future. The 
key trend of this investment style in 
a mutual fund is that a bulk of its 
stocks is focussed towards earnings 
growth, including revisions in earn- 
ings expectations. Last year, the 
market favoured growth stocks, 
which is why many of these stocks 
have outperformed the benchmark 
indices. Fund house SBI Mutual 
Fund seems to be investing by this 
credo right across its schemes, says 
Arora. The broad conclusion is that 
a declining market is a good time to 
pick value stocks, while a rising 
market is a sound time to invest in 
growth stocks. 

Yet another distinctly identifi- 
able style is that of a momentum 
fund manager who will regularly 
invest in stocks which are in dem- 
and in the market, often identified 
by volumes. Yet, not many fund 
managers will agree to be classi- 
fied as a momentum manager since 
in a sense it is akin to following 
the herd, though it does seem to 
produce results. Arora, too, shies of 
naming some such managers. 

Further still, a variation of the 
growth and value styles uses a blend 
of the two—finding stocks that are 
growing (growth style) at a rea- 
sonable price (value price). Growth 
at a reasonable price or GARP con- 
siders the earnings potential while 
selecting a stock, but does not pay 
a high price for this growth opp- 
ortunity. OptiMix believes that 
AMC’s like Reliance use this blended 
strategy quite effectively. 


Style Analysis 


An assessment of the notable styles of investing in the marketplace. 


What is investing style? 


Investing style of a fund manager or a fund house can be defined as the key 
core values which determine how the portfolio of various stocks is constructed 


from the much larger pool of investible stocks. 





What are the different kinds of style? 





Growth and value investing are two of the most popular investing styles. A hyb- 
rid of the two is the growth at reasonable price. Momentum investing and inv- 
estment by style rotation are two more ways of picking stocks in the portfolio. 


How is investing style different from the mandate of the scheme? 

Though the stated purposes of different mutual fund schemes may be similar, 
some schemes stand out in terms of performance. And that performance is 
often known to be driven by softer issues and not just the mandate of the 
scheme. Reliance or Franklin Prima Fund families are often cited as an exam- 


ple of the existence of these soft issues. 
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“Performance of some funds 
stands out. Clearly there are 
soft issues which are driving 
that performance.” 


Dhirendra Kumar/ Value Research 


Basic Differences 

Do fund managers agree with this 
sort of a classification? Not nec- 
essarily. N. Sethuram lyer, Chief 
Investment Officer, SBI Mutual 
Fund, says: “There is no value inv- 
estment style possible in India bec- 
ause the country itself does not 
offer an opportunity for value 


investing right now.” Iyer believes 
that most domestic mutual fund 
schemes target growth as India itself 
is on a growth trajectory. 

However, as Dhirendra Kumar 
of mutual fund consultancy, Value 
Research, points out, “Performance 
of some funds stands out. Clearly 
there are soft issues which are driv- 
ing that performance.” Examples of 
such performance would include 
funds such as SBI’s Magnum, 
Reliance Growth and the Franklin 
Prima Fund families. 

Some other issues at work in 
the style analysis could be how 
long the mutual fund’s manage- 
ment team has stayed together. 
Among the key things to watch 
out for is how the fund managers 
make good of the opportunities 
presented by the market condi- 
tions? Is the fund manager making 
more money in picking right sectors 
or is he doing so from picking the 
correct stocks? 

So, a closer look at styles of 
the funds should definitely help an 
investor to tune his portfolio to 
the markets. To rephrase the usual 
fund disclaimer, mutual funds 


are subjected to market risks, 


please do look at their styles 
before leaping. 
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A Healthy Cover 


A new policy by National Insurance Company makes it easier for senior 


citizens to get health insurance. NITYA VARADARAJAN 


problems facing the sehior citi- 

zenry: getting good healthcare 
at affordable costs. With rising 
healthcare costs and little or no 
access to health insurance in one’s 
ripe old age, the cost burden of 
senior citizens has soared: But no 
need to worry, a new insurance 
policy targeted exclusively at senior 
citizens promises to ease the pain. 
Well, at least to a large extent. 

For the first time in India, the 
state-owned National Insurance 
Company, a general insurance 
company, has introduced a policy 
that caters exclusively to senior cit- 
izens. Its key feature: allowing sen- 
ior citizens in the 60-80 year age- 
group access to medical insur- 
ance—a great boon for people not 
already covered under medical ins- 
urance. What's more, the policy 
can be renewed up to the age of 
90 with additional loading that 
varies between 10 and 20 per cent 
for blocks of five years. 

Earlier, people between 55-60 
years of age were often refused a 
separate medical insurance. They, 
however, could either be part of a 
medical cover taken by son that 
included wife and children as well 
as his parents or they could be 
part of a floater cover such as the 
one offered by icici Lombard. Its 
floater policy worth Rs 3 lakh, 
which costs about Rs 13,067 for a 
year, is for two senior citizens bet- 
ween 56 and 60 years. 

Over the last few years, renewal 
of policies have dwindled for those 
touching 60. But the new policy by 
National Insurance Company 
comes as a ray of sunshine. For 
starters, the scope of actual cover is 
restricted to only Rs 1 lakh, not a 
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huge amount in these days of high 
medical costs. But there's an option 
to take a critical illness rider to 
go along with the policy and inc- 
rease the cover by a further 
Rs 2 lakh. Critical illnesses such as 
coronary artery surgery, cancer, 
renal failure, stroke, multiple scle- 


TT t time in India, National (แคระ ร 1625 has | 
0 od a policy that caters exclusively to senior ci ens - 









rosis, and major organ transplants 
like kidney, lung, pancreas or bone 
marrow are covered, while the 
more serious such ones like paral- 
ysis and blindness are covered at an 
extra premium. 

An individual has to undergo a 
medical check-up at one's own cost 


for blood and urine sugar, blood 
pressure, echocardiography, eye 
check-up and retinoscopy for fresh 
entrants, but the same is not re- 
quired for those already having a 
cover for the last three years. 


The Fine Print 


But have a look at the major exc- 
lusions. Diseases pre-existing when 
the cover begins for the first time 
will not be allowed claims in the 
first year but they will be subse- 
quently covered. However, cost 
of treatment towards dialysis, 
chemotherapy, radiotherapy (if the 
disease was diagnosed earlier) will 
not be covered even after one 
claim-free year. 

Only two pre-existing diseases, 
diabetes and hypertension, will be 
covered provided an additional 
premium is paid—though ongo- 
ing treatment costs being taken 
for ailments attributable to either 
will not be covered when the pol- 
icy is incepted even with addi- 
tional premium. 

All these riders ensure that a 
senior citizen has to be in rea- 
sonably good health before join- 
ing. There is not much of a choice 
for the senior citizen who is not 
doing well—unless he has been 
part of a regular healthcare policy 
for many years. 

Domiciliary hospitalisation ben- 
efits are allowed (that is treatment 
for a patient confined at home for 
a period exceeding three days bec- 
ause he cannot be moved out). 
However, this excludes asthma, 
bronchitis, chronic nephritis and 
nephritic syndrome, diarrhoea and 
all types of dysenteries, diabetes 
mellitus and insipidus, hyperten- 
sion, influenza, cough and cold, 
arthritis, gout and rheumatism, all 
psychiatric and psychosomatic dis- 
orders, tonsils and upper respira- 
tory tract infections, and epilepsy. 

The insured has to bear 10 
per cent of all admissible claims 
and an additional 10 per cent if 
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For a few rupees more, your old age could go worry-free. 
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the claim arises out of pre-existing 
diseases (hypertension and dia- 
betes) for which an additional 
premium was opted. 

Any critical illness (whether it 
comes for treatment under the reg- 
ular cover, or the rider or under 
both) will be covered only once— 
after that the facility lapses. In 
other words, this means that the 
first stroke will be paid for, but 
not the second. Besides, there are 
caps on cataract and benign pro- 
static hypertrophy and there are 
caps on room rent payable and 
surgeon fees, 


A Touchy Subject 

Overall, the policy offers some 
protection—but not like earlier 
mediclaim policy which offers total 
protection. Still, in lieu of a total 
absence of coverage for senior cit- 
izens, this is welcome. Says a senior 
official of Star Health Insurance, 
the only standalone health insurer 
in the country: “Things are moving 
slowly on health insurance. But at 





least a public sector company has 
introduced the policy.” On its part, 
Star Health plans to launch its 
own policy for senior citizens in a 
couple of months. 

Can the scenario improve? Says 
R. Krishnamurthy, Managing 
Director, Watson Wyatt Insurance 
Consulting: “This is a big market 
but requires good handling.” 
According to him, companies have 
fared very badly on claim man- 
agement, though there’s scope to 
design and launch attractive poli- 
cies. Few give annual statements 
at the end of the year which advise 
the end-user on entitlement—some 
companies don’t even give policy 
documents. Even medical records 
are not properly scanned. 

Though the policy has been int- 
roduced a month ago, it has yet ` 
to be introduced in many branches 
of National Insurance. So, it’s only 
a matter of time for senior citizens 
to enjoy its benefits. But before 
you sign on the dotted line, do 
consult your insurance advisor. 
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NEWS ROUND-UP 


Take a Break | 


Time shares are now 
available for weekend 
getaways. 

NITYA VARADARAJAN 


O THE PEOPLE WHO LOOK FOR 

| ล break every year and don’t 
want too much of a burden 

on themselves, time share could 
be what they are looking for. A 
‘time share concept allows its own- 
ers a vacation, usually for a week, 
in furnished accommodations in 


various resorts and holiday homes. - 


In some cases, buyers have to pay 
for annual maintenance and other 
expenses on the property. But inv- 
ariably, it saves the traveller addi- 
tional expenses in varying room 
rents over the tenure. 

A new product catered for short 
breaks or weekend getaways suited 
to today’s under 35 working pro- 
fessional is called Zest. A family 
of four is entitled to six nights a 
year for 10 years. Like the tradi- 
tional product, upfront payment 
depends on your season of choice. 
The off-season ticket price starts 
at Rs 69,000, mid-season goes for 
Rs 89,000 and peak season Rs 1.29 
lakh. On a per night basis, it works 
out to Rs 1,150, Rs 1,483 and 
Rs 2,150, respectively. Buyers also 
have to factor in annual mainte- 
nance cost of Rs 2,800 per year. 

Zest has a simple format. Says 
Navarun Sen, Head (Business 
Development), Zest: “The concept 
would strive to make for a memo- 
rable short break even for a person 
arriving singly.” Besides, the resorts 
are built close to the metros to cut 
travel time. But Zest’s success would 
rest in accommodating weekenders 
at the shortest possible time—if it is 
truly to be a stress reliever. That 
would depend on member vs room 


122 BUSINESS TODAY JANUARY 28 2007 


The Holiday Bill 





On per night basis, the costs appear cheaper. 


Two-bedroom rates in Rs 


ratio which at the moment has not 
been stated. Members, however, 
are allowed (of the six days in a 
year) only one consecutive Friday 
night and Saturday night. Besides, 
the food cost (if one were to eat 
breakfast, lunch and dinner) at the 
resort would work out to Rs 500 
per person average—a la carte 
could fall cheaper. 

Compared to Club Mahindra, 
Sterling Resorts has come out with 
a flexible and simple product. It 
requires a member to buy *units' 
at the rate of Rs 5,500 each (as of 
December 2006) and a minimum of 
14 is necessary for starters (which 
adds up to Rs 77,000) that can be 
utilised for 25 years. However, a 
member can go on accumulating 
as many units he likes depending on 
his financial situation in later years. 
These units can be used in exchange 
for any type of room requirement 
in any season or a weekend. 

For example, if a family of four 
wants a two-bedroom apartment 
in the peak season, it would cost 
the member six units a day. But if 
the family is satisfied with one bed- 
room, it would cost five units a day 





and a studio apartment even less. 
Likewise, the non-peak season 
rooms cost less—which would help 
a member with 14 units stretch his 
holiday into more number of days. 
Says J. Prakash, Vice President 
(Marketing), Sterling Resorts: *We 
made the system very transparent." 

Sterling Holiday, too, is target- 
ing the weekender and is building 
a number of resorts around metros. 
Likewise, it has also tied up with 22 
hotels in the country where the 
member can stay (in lieu of resort 
unavailability at that moment) at no 
extra cost. (In metros, the units 
are charged at six units a day basis, 
while second- and third-tier places 
charge five and four units.) In terms 
of cost, Sterling is far less expensive 
in every way, including mainte- 
nance and food. It charges a main- 
tenance of Rs 800 per year and 
utility charges of Rs 600 (for a two 
bedroom apartment), lesser for the 
rest. Food costs work out to 
Rs 350-400 for all meals per person 
per day. But before you book your 
time share, look at the costs in- 
volved and the benefits that accrue 
to you. 


MIN(imum) Advantage 


AMFI introduces a MIN number for MF investors. Is it necessary? 


CONCERNED OVER THE KYC (KNOW YOUR CLIENT) NORMS WHICH 
is not present in mutual fund investments, the Association 
of Mutual Funds of India (AMFI) has made it mandatory 
for mutual fund investors to obtain a unique mutual 
fund identification number (MIN). Unlike MAPIN that 
charged Rs 300 from investors, MIN does not cost in- 
vestors anything. AMFI has made special arrangements 
with CDSL Ventures (CVL), a wholly owned subsidiary of 
Central Depository Services (CDSL), to prepare the MIN 
and the asset management companies will bear the 
cost of MIN. 

MIN is applicable from January 1, 2007 on an inv- 
estment of Rs 50,000 or more. To obtain a new MIN num- 
ber, an investor has to provide a photograph, proof of iden- 
tity, proof of address and a permanent account number 
(PAN) card. Senior industry sources say: "When PAN 
card is mandatory, why do you need other identification 
number (MIN)? Secondly, if the purpose is to stop money 
laundering, then cut all the loopholes in the banking sys- 


tem rather than bothering genuine investors and creating 


more trouble for the industry." For investors investing 
below Rs 50,000, there's no need for a MIN number. Even 
for non-resident Indians (NRIs), irrespective of filling the 
returns in India or not, they have to obtain MIN by pro- 
viding proof attested by local notary. For the mutual fund 
investor, that's yet another number to memorise. 

: MAHESH NAYAK 


More Gains, No Pains 


iÀ 


AMFI's Kurien 


Just Another Number? 


๑ MIN introduced by AMFI to stop money laundering 
and to follow the KYC norm 

e CDSL Ventures to prepare MIN for investors, which 
will be free of cost 

๑ MIN will be initially applicable to investors investing 
Rs 50,000 and more 
To obtain MIN, investors have to provide a photograph, 
proof of identity, proof of address and permanent 
account number (PAN) card 


mandatory for MF investors 


Capital gains bonds make a comeback, but with a few caveats. 


F YOU HAVE LONG-TERM CAPITAL GAINS FROM 
| either sale of a house or any other long- 
term capital asset, there’s welcome relief. 
The government has allowed Rural 
Electrification Corporation (REC) to issue 
capital gains tax exemption bonds for Rs 
3,500 crore, which will be open till March 
31, 2007. REC has already issued bonds 
amounting to Rs 4,500 crore in July 
2006 and these bonds were fully sub- 
scribed in August 2006, due to the huge 
demand from investors. 

For most investors, this bond issue is 
welcome news. Investments in these bonds will allow an in- 
vestor to claim tax benefits under section 54EC of the Income 
Tax Act, which allows tax exemption on capital gains arising 
from the transfer of a long-term asset as long as these bonds 
are invested in notified capital gains bonds. For those who have 
made long term capital gains, this is another window of 


Power bonds: REC on the go 


opportunity to save on capital gains tax. 

But there are a few caveats. A person who 
has invested over Rs 50 lakh in capital gains 
bonds in June this year would not be allotted 
any bonds from the current issue. For others 
who have already invested via the earlier no- 
tification, the overall investments cannot exceed 
Rs 50 lakh inclusive of the earlier capital 
gains bonds. Still, for most investors who 

จ “ o missed out investing in the earlier bonds or 
EA —  oould not fully utilise the Rs 50 lakh limit, they 
can make good their investments in this issue. 
The last time around, these bonds car- 
ried an interest rate of 5.5 per cent per annum and had a 
minimum investment of Rs 10,000 per bond. Investors, 


however, could invest in multiples of one bond there- 


after. For now, the final contours of this issue is yet to take 
shape, but it's just a matter of time. เพ 
CLIFFORD ALVARES 
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PRO-AM OF CHAMPIONS 2007 
In association with: 


m 


ITC-WELCOMGROUP 


Hotels, palaces and resorts 


Presenting the Business Today-Honda Pro-Am of Champions 2007. 
A unique golfing event where the country's most respected corporate leaders and 
professional golfers team up to test their golfing prowess. Now into the 
12th year, this is India's only standalone golfing Pro-Am. And, an opportunity for 
the who's who of corporate India to stake their claim in this coveted championship. 


Win an all-new Honda CR-V for a Hole-in-One! 


Venue : 


l———————— — 


| Kolkata Jan 20, 2007 | Bangalore Feb 17, 2007 
| Royal Calcutta Golf Club | Eagleton, The Golf Resort | 
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Buoyancy 
Continues 


The second BT-TeamLease 
Employment Outlook Survey 
shows that the bullishness 
recorded in the previous quarter 
still pervades the corridors of 
India Inc. That should translate 
into a windfall for job seekers. 


HE GOOD NEWS JUST GOT BETTER. THE 

recruitment boom in the country con- 

tinues unabated. Every sector of the 

economy is generating massive employ- 

ment across the board and, as the Second 
(quarterly) Business Today-TeamLease Employment 
Outlook Survey indicates, will continue to do so in the 
current quarter as well—some with greater gusto 
than others. The overall Net Employment Outlook 
(calculated as the difference between the proportion 
of respondents reporting an increase in their hiring 
needs and those expecting a decline, and expressed 
as a percentage) stands unchanged at 81. 

This survey, like the first, covered 490 companies 
across eight cities—Mumbai, Delhi, Bangalore, 
Kolkata, Chennai, Pune, Hyderabad and Ahmedabad 
(see Methodology for details)—and indicates that 
the recruitment process is getting more metro- and big 
city-centric. An overwhelming 96 per cent of re- 
spondents say they will recruit mainly in the metros 
and in Class 1 towns, compared to 78 per cent last 
time. Employers in Mumbai, Bangalore and Delhi are 
the most bullish about adding to their numbers. 
But, in an indication that the economic boom is 
spreading more equitably across the country, 
Kolkata—the laggard in the last survey, and the- 
last placed in this one as well—shows the highest net 
increase in Business Outlook. Overall, there is a six- 
point jump in this index—a sign that India Inc is 
oozing confidence about its prospects. 








ITES: The sector expects to generate massive 
employment this quarter 








~Ne 


€ 


FINANCIAL SERVICES: Cities like Mumbai and Kolkata will see 
a surge in job opportunities in the financial services sector 





DEEPAK G. PAWAR 





IT: The sector gave a major boost to employment in 
Bangalore, Hyderabad and Chennai 


‘he survey reveals that 96 per cent of the companies will 
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MANUFACTURING & ENGINEERING: A large number of people will 
get soaked in by this sector in Mumbai, Pune and Kolkata 
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good as the previous one 
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RETAIL & FMCG: Hiring in retail dipped marginally due to the 
end of the festive season between October and December 
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Crystal-gazing 
These are some of the key findings of the survey 


@ The employment outlook index of Bangalore reflects the 
sharpest net increase, at 796; its business outlook fell 
marginally by 1% 

Hyderabad and Pune also expect an increase in net 
employment over the last quarter 


There is expected to be a net increase in hiring across 
ITES, IT and financial services sector compared to the 
last quarter 


The ITES sector shows the sharpest net increase in 
employment outlook since last quarter at 11% 


The sharpest net increase in business outlook growth 
over the last quarter has been in Kolkata at 13% 
followed by Pune at 9%, Ahmedabad 8%, Chennai 7%, 
Hyderabad and Delhi at 6% each 


96% of respondents expressed an intention to hire from 
Metros and Class-| cities. Metro and class | cities, 
an 18% net increase over last quarter 


8796 of the companies have expressed considerable 
intention to hire at junior level, whereas 1/4th of the 
companies intend to hire at middle level 


The manufacturing sector is the major contributor to the 
employment growth in the cities of Mumbai, Pune, 
Ahmedabad and Kolkata 


IT and ITES sectors are the major contributors to 
employment growth in the cities of Bangalore, 
Hyderabad, Ahmedabad and Chennai 

Financial services sector is the second major contributor 
of employment growth in Mumbai and Kolkata 

A fourth of all respondents have indicated an intention 
to hire marketing professionals followed by IT and 
Production (18% each) 

The retail sector reflects a decrease in overall business 
and employment outlook over the last quarter. The 
decrease can largely be attributed to the end of the 
festive season between October-December, when 
growth in business leads to a rise in demand for people 


Net Employment Outlook 


Quarter 1 Oct-Dec. 2006 Quarter 2 Jan.-March 2007 


5 Decrease 1 


9 No change 17 
Figures in per cent 


_ hire more people in metros and big cites —— 
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Jobs, Jobs Everywhere 
This is a good time to be a job seeker. Every single sec- 
tor—TES, IT, financial services, manufacturing and en- 
gineering, infrastructure, and retail, media and FMCG— 
is taking on people. The star sectors are ITES and rr, fol- 
lowed by financial services. The reasons aren't hard to 
find. Says Pratik Kumar, Corporate Executive Vice 
President, Human Resources, Wipro: "The Indian iT 
services and BPO industry is expected to grow from 
$17.2 billion (Rs 77,400 crore) in 2005 to $60 billion 
(Rs 2,70,000 crore) by 2010." This more than three- 
fold increase will naturally open up huge job oppor- 
tunities in this sector. In fact, hiring and retaining tal- 
ent will be the biggest challenge in future. 

The financial services sector is also on a hiring 
spree. That's not really surprising, given the state of the 


Sectorwise Employment Outlook Index 
88 89 a 90 


90 
om [m 





47, 1371 
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IT ITES Financial Retail, Infrastructure Mfg. & 
Services ชา น Eng. 


Figures in per cent 
I Quarter! 


แพ พ Quarter? แพ พ Net Increase/ Decrease 

stock market, the boom in the mergers and acquisitions 
(M&A) space and the loan-fuelled consumption boom. 
For proof, just refer to your own experience—how 
many times in the last month have you received calls 
from those irritating tele-callers offering you credit cards 
and loans for cars, houses and just about everything else 
under the sun? Each of those call centre execs is 
backed by an army of roving salesmen (and their su- 
pervisors) ready to come calling on you with a catalogue 
of their wares. “We have recruited, on average, 10,000- 
12,000 people in each of the last two years; and we ex- 
pect to maintain this number over the next 3-5 years," 
says K. Ramkumar, Group Chief Human Resources 
Officer, ICICI Bank. 

The retail, infrastructure and manufacturing sectors 
show a dip in hiring expectations compared to the last 
quarter, but it must be noted here that this is actually 
a relative decline, i.e., fewer companies expect to recruit 
compared only to the last quarter. In absolute terms, the 
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Net Employment Outlook for each of them shows 
extremely healthy, even bullish, index scores of 71 
and above. The decrease in the index score for the retail 
sector "can largely be attributed to the end of the fes- 
tive season between October and December, when 


there is, typically, a spe in business and a conse- 
quent demand for peop,” says the survey. “The slug- 
gishness in the retail sector may also be due to the fact 
that necessary infrastructure is still being built," says T. 
Sreedhar, Managing Director, TMI Network, a 
Hyderabad-based executive search firm. 


The Boom Towns 
Companies in Mumbai remain the most optimistic 
about adding to their headcount, though the index for 
the city is down 5 points compared to the previous 
quarter. But with a net score of 90, it will be churlish to 
quibble about this. Bangalore joins Mumbai at the 
top this time and Delhi follows just a step behind. 
The heartening point is that all the cities, except 
Kolkata, more or less reflect the national average, in- 
dicating that the recruitment boom is fairly evenly 
spread out across the surveyed cities. Fewer companies 
in Chennai and Ahmedabad expect to recruit this quar- 
ter, but despite this, their absolute scores remain healthy. 
Kolkata is the only city whose score shows no change 
from the last quarter, but as we pointed out last time, 
the city suffers only in comparison to the rest of the 
country; in absolute terms, companies that plan to 
recruit still outnumber those that don't by a fair margin. 
The bullishness in the rr, rres and financial services 
sectors explains why Mumbai and Bangalore are in pole 


Citywise Employment Outlook Index 
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position. A majority of companies in these sectors 
are based in these cities. Large scale recruitment by 
them will naturally lift the score of the cities they 
operate out of. 


The Geographical Spread 

Companies were asked where they would hire their per- 
sonnel from. An overwhelming 96 per cent said they 
would do so from the Metros and Class I towns—a dra- 
matic shift from the previous survey in which 22 per 
cent of the respondents had expressed a desire to recruit 
from Class II towns and from rural areas. This is not 
surprising, given the sectors—ITES, IT and financial 
services—that are driving the Employment Outlook 
Index this quarter, but it does raise concerns about the 
inclusiveness of the employment boom we are wit- 


Hiring Trends Across Geographies 


Net Increase/Decrease 
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Figures in per cent 


Class |: Hyderabad, Anmedabad and Pune Class Il: Cities with population 
less than 20 lakh Rural: Towns with population less than 0.5 lakh 


nessing. Planners, please take note. “The challenge 
will be to map the available skill sets and work out the 
challenges of last-mile employability to sort out this is- 
sue," says Sampath Shetty, Vice President, TeamLease 
Services. This trend will bear watching and will require 
urgent redressal without which there could be wide- 
spread social unrest. A caveat: the survey covered only 
the eight cities mentioned above and so, does not reflect 
employment trends in the smaller centres. 


Who's Being Hired 

“It’s like a pyramid," says Shekhar Patil, Vice 
President, Human Resources, HCC, a leading manu- 
facturing and engineering company. “The bulk of re- 
cruitments is taking place at or near the bottom of the 
pyramid, and some at the middle level." This is 
corroborated by icici Bank's Ramkumar. “We are re- 
cruiting across all levels, but the majority of new 
recruits are joining as what we call Execution Officers 
(entry-level position) and at other junior management 
levels," he says. This squares up well with the findings 





Hiring Trends Across Management Levels 
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of our survey that indicates that 87 per cent of 
respondents will recruit junior management staff 
and shows little change from the previous quarter. 
Adds Patil: *We're also recruiting at senior levels; 
and these aren't replacements for people who have quit; 
we're recruiting senior people to drive our growth." 
There is, however, a dip in the amount of senior-level 
recruitment that is likely to take place this quarter. But 
if you're holding a mid-level position and want to 
move, don't lose heart. The survey shows that one 
out of every three recruiters (more or less the same as 
in the previous quarter) is looking for executives at this 
level. Says Ramkumar: *We're recruiting a fairly large 
number of mid-level executives." 


Pick Your Job 

If vou're looking for a job, this will sound like music to 
you. Whatever your specialisation—marketing, IT, 
production, finance, administration or HR—there's a job 
waiting for you. The survey indicates that India Inc's 
hunger for talent is all-pervasive and straddles the en- 
tire spectrum of functional areas. The message that the 
survey sends out is: India Inc needs you. Like in the pre- 
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vious quarter, marketing is the function most in demand 
(we know that, don't we, given the number of marketers 
we shoo away every day), though it has lost some of the 
decisive lead it enjoyed in the previous quarter. One in 
four companies is looking for marketers now compared 
to one in three then. The rr function maintains its 
second position and its index score of 18. *The middle 
class considers a career in software to be the gateway to 
a better life," says Gautam Sinha, CEO, TVA Infotech, a 
Bangalore-based HR consulting firm. So, this is good 
news for middle-class India. 

And here's a nugget of information for all those 
bleeding hearts who were crying themselves hoarse over 
the so called “jobless growth” in India. One in six 
companies (18 per cent) plan to hire production pro- 
fessionals this quarter. The high growth rates experi- 
enced by the manufacturing sector are, at last, translating 
into more jobs for white-collar workers. It can safely be 
assumed that this follows the building up of addi- 
tional capacities. Logically, a growth in the blue-collar 
workforce should follow. Whether it does or not will 
be interesting to watch. 


Euphoria Inc 

Will the Indian GDP growth rate touch the magic figure 
of 10 per cent anytime soon? Will the BSE Sensex hit 
15,000 this month? Will India become an economic su- 
perpower within our lifetime? Given its current state of 
euphoria, India Inc, if asked these questions, may well 
reply in the affirmative. And IT companies, in particu- 
lar, seem to be in the throes of ecstasy. There's no other 
way of describing a Business Outlook Index score of 96. 
Five of the six respondent groups have registered index 
scores of 90 and above. And here's the clincher: retail, 
media and FMCG, which registered a decline of 15 
points from the last quarter and registered the lowest 
index score, still clocked 80, an exceptionally high 
score. Shorn of all the jargon, this means that all of India 
Inc, without exception, expects this quarter to be sig- 
nificantly better than the previous one; in other words, 
it is likely to be a blockbuster. The optimism in the 
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infrastructure and manufacturing & engineering sectors, 
in particular, must be heartening as it indicates a build- 
up of physical assets, which is a necessary precondition 
for sustained economic growth. 

“In line with the overall trend in the economy, 
business confidence is very high across industry seg- 
ments. Quarter-to-quarter, there is a jump of 6 per cent 
in the Business Outlook Index,” says TeamLease’s 
Sampath, adding: “this reflects the opportunities that ex- 
ist for companies in India and the growth trajectory we 
are seeing both at the micro and macro levels.” 


The Ecstasy Towns 
Sample this for starters. This quarter’s joint topper, 
Bangalore, has clocked a Business Outook Index score 
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of 97—the interesting thing about that score is that it 
is down 1 point. More interesting is the fact that last 
quarter's (and this quarter's) laggard, Kolkata, has 
taken a leap of faith. Its score has jumped 13 points 
Írom 72 per cent to 85 per cent (the same as the last 
quarter's net score). This means that even in this tra- 


ditionally conservative city, an overwhelming majority 

of corporate respondents expect tomorrow to be much 
better than yesterday. We rest our case. 

ADDITIONAL REPORTING BY 

RAHUL SACHITANAND, 

DEEPTI KHANNA BOSE AND E. KUMAR SHARMA 


METHODOLOGY 


HE BUSINESS TODAY- 
‘| Teal ease Employ- Employee Base 
ment Outlook Survey, 501.1000. 108 >1000: 91 


which follows a rigorous, 
statistically validated 
process adhering to the 
highest standards in mar- 
ket research, was cond- 
ucted among 490 
companies selected from 
the Centre for Monit- 
oring Indian Economy 
database, from NASSCOM 
for IT companies and 
from companies regis- 
tered with the website of 
www.bpoindia.org for 
ITES companies. A com- 
bination of database and 
random sampling as a 
technique has been used. 
Care was taken to ensure 
a good mix of large, med- 
ium and small companies 
as also an equitable representation across industries to 
remove any bias or variation which might be attrib- 
utable to a particular industry. The target respondents 
at these companies were the HR heads or decision 
makers in the hiring process. The questionnaire used 
for the survey collated information on overall business 
improvement (last three months and next three 


Sample Size 


Sectors 


Turnover Base 
>1000:72 Not Disclosed*: 101 
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Sample Size 
IT 

ITES | 
Financial Services 









Retail, Media & FMCG 10 | 10 
Infrastructure "i. 10 
Mfg. & Eng. 20 [20 


Reference: Mum: Mumbai, Del; Delhi, Bir: Bangalore, Kol; Kolkata, 
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Figures are number of companies interviewed - 


 *The tumover of the company; however, they shared 
the rest of the information as desired in the questionnaire 


months); overall recruit- 
ment needs (last three 
months and next three 
months) and recruitment 
trends (across age, geog- 
raphies, cities, functions 
and levels). A total of 
490 interviews were con- 
ducted during August 
and September over tele- 
phone and responses ob- 
tained were coded at the 
time of data collection. 
The information was 
then analysed using the 
Statistical Package for 
Social Sciences software, 
which is used by research 
and consulting compa- 
nies worldwide. Given 
the concentration of 
companies in Mumbai, 
Delhi, Kolkata, Chennai, 
Bangalore, Hyderabad, 
Pune and Ahmedabad, the study was restricted only 
to companies with a presence in these cities. A ran- 
dom sampling was drawn from each city with due 
weightage to size. Two indices, The Employment 
Outlook Index and the Business Outlook Index 
were computed to elaborate and analyse the trends 
that emerged from the data. 


154 :«250 


250-500: 137 


251-1000: 105 212 :<250 


Hyd Ahd 
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Slicing The FT Pie 
Some verticals within the IT sector will throw up 
huge job opportunities 


pum IT SECTOR IS RAMPING UP AND SUCKING IN 
manpower by the thousands. Large multinationals 
such as IBM, EDS and Accenture will lead the charge and 
hire up to 80,000 people this year. Indian giants such as 
TCS, Infosys and Wipro also plan to hire 10,000 to 
20,000 people each this year, while firms such as 
Cognizant, Satyam and MindTree also rapidly scale 
up their operations. Specifically, hiring is expected to be 
most aggressive in areas such as software maintenance, 
testing, applications development and emerging niches 
such as gaming, engineering services and mobile appli- 
cations. "This year will be a high-growth one for us as we 
expect to aggressively ramp up our headcount as we es- 
tablish centres in new geographies," says Puneet Jetli, 
Head of HR, MindTree Consulting. 

RAHUL SACHITANAND 


FACT FILE 


WHO'S HiRING: TCS, Infosys, Wipro, IBM, Accenture 
and almost every other IT company 


WHO'RE THEY HIRING: Engineering degrees are no 
longer a must; BScs and liberal arts graduates, 
too, are getting absorbed. 


AT WHAT LEVELS: The volumes are at the entry 
level, but everyone's racing to find mid-manage- 
ment talent. 

AT WHAT SALARIES: Senior level: Rs 25 lakh plus 


Mid-level: Rs 8-20 lakh per annum; 
Junior-level: Rs 2.5-6 lakh per annum . 


HOW MANY WILL THEY HIRE: Up to 300,000 in the 
next 12 months. 















COUNSELLING 


HELP 
| TARUN! 


Q: | am a 21-year-old post-graduate (M.Sc.) in Information 
Technology, currently looking for a job in the BPO sector. 
| find myself at a disadvantage vis-a-vis B.Tech graduates. 
What should | do? | 

You could pursue an MCA or MBA course. This 
will definitely improve your prospects in the job 
market. Otherwise, there are a lot of certificate 
courses pertaining to the IT sector that could im- 
prove your skills in the field. But then, these 
courses will not enhance your stature to the level 
of B. Tech graduates. 





Q: | am a 29-year-old Arts graduate (Sociology) working 
with an NGO for the last four years. | am involved in the 
day-to-day management decisions of the organisation. | 
want to do an MBA course. Will that help me in my 
career? 

Doing an MBA will boost your career in the industrial 
sector and also give you an edge in managing an 
NGO. However, if you plan to continue working in the 
NGO sector, then you do not necessarily need to do a 
management course. There are a number of courses 
available that are geared for those wanting to work in 
the social services sector. You could, for example, opt 
for an MSW degree. 

Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 

c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 





search for a job with a Monster e., 
by your side 


Monster has the best employers hiring online... 
Post your Resume for FREE Today 


© monster.com 


Sharp search. Right jobs. 
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AM D Inc., Senior MTS, langalore, ——— 

10- 45 Years,2608751 = As 
Should have | experience in leading. teams. 10 
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Auto. Cop india Pvt. Lid, Technica | 
‘Head, Mumbai, 10-15 Years, 394864 ง 
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Estel Technologies. Pts 


2433744 


Candidate vill be responsible 1 fot ps account 


management, busness. development ` and 
expanding t the existing business. Should have 


x experience i in VAS. 


: ETP International Pvt. Led., Boba. | 
Manager, Murabai, a - de Years, 


2005851. 


Will lead he sale process : to o quat ihe ETP , 
solution! intothe prospects s shortlist. Will work 
with solution architects to fine tune and. 
present. the solution to prospects. : Prior | 


| experience | in IT solution sellingis essential. 


Financial Software & Systems. e 
Manager Buriness 
Development, Delhi k Mumbai, Bee 


Ltd., 


5-8 Years, 2817005 ` 


Responsible for handling pres dd support E 
potential banking & corporate s solution selling 
f of banking: and software. podun RFs in 


E cohesion vih the technology: team, 
| GE Infrastructure 


| Bangalore, 3- 5 Feart, 2803007 - 


Essential functions of the incumbent- finding. 
new customers, keep existing customers and. 
growing the equipment business. Should have 
relevant experience: and knowledge. in the 
; application of pe water. or proces 





: ee eem 
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Lera’ Technologies Pvt. Ltd, Manager 
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demonstrate technical solutions ` on-line, 
follow up. and educate. prospects : and actively 
. manage the account for deal closure. He will 
be responsible: for managing, maintaining a and | 
updation. of call responses. in the CRM. — 


Y Office Tiger Database Systems India 
‘Pvt. Ltd., Pre - Sales กา x 
Chennai, 1- .3 Years, 2767735 pu 
| Will work. with. sales. leads to = ‘create and 
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Indiabulls Securities” Limited, : 
: Regional Manger, Mumbai, * 
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With Monster's new and revolutionary Magic 
Search, you can find him in a flash (4th row from 
the bottom, no. 14 from left). Just type your search 


magic search NC 
criteria in one single box and experience the | findshim A Aek 
magic. With 32% more new resumes* than its instantly monster.com ig, 
nearest competitor, Monster makes finding the a 


perfect candidate easier than ever. To know more 
SMS “HIRE BT” to 3636. 





"Source: Last 30d 


bt reporter’s diary 


The Leader and the Damned 





BT'S RITWIK MUKHERJEE Spent a day tracking Mamata Banerjee’s 
rast, Here’s a first parson Sccoum 9 bios he s Saw. 


Hello, 


December 27, 2006, 


Esplanade Crossing, Kolkata 
8.30 a.m. 


HE COLD WINTER AIR 
cuts through my woo- 
llens and chills me to 
the bones. I’m standing 
in front of the city's his- 
toric Metro Cinema Hall, keeping 
watch on the podium across the 
street (Jawaharlal Nehru Road). 
Trinamool Congress (TMC) leader 
Mamata Banerjee's fast, in protest 
against the acquisition of agricul- 
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can you hear me? Banerjee might have lacke 


hut not on 


| in energy 


tural land by the West Bengal gov- 
ernment for the Tata Group's 
Rs 1-lakh car project in Singur, is 
into its 24th day and there's still 
no resolution in sight. 

Banerjee lies on the make-shift 
dais, or dharna mancha, as it has 
been dubbed by the Bengali media, 
wrapped in a blanket. Keeping vigil 
around her are TMC leaders Sobhan 
Deb Chattopadhyay, Madan Mitra 
and sundry Naxalite leaders. 
Hundreds of TMC workers are 
milling around, discussing the state 
of their “Didi’s” health and indulging 


in idle chatter to while away the 


AM 
JA os RAN 
a 


PHOTOGRAPHS BY SHAMIK BANERJEE 


time. Adding to the crowd are curi- 
ous office-goers who politely enquire 
about Banerjee’s health and move 
on. And not everyone is impressed. 
This correspondent overheard at 
least a dozen passers-by utter words 
like “nautanki” (histrionics) and 
“irresponsible”. And, there are also 
murmurs from a section of the 
party’s rank and file about the eff- 
ectiveness, or lack of it, of their 
leader’s agitation. Almost a month 
into the fast, the contrived euphoria 
is beginning to wear thin. 

12.00 noon: The faithful have gath- 
ered (been gathered up?) in fairly 


ow 
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Golf Digest India - the Indian edition of the world's largest selling golf magazine provides vital tips from world renowned golfers on how to play better golf. 
Valuable insights on picking the right equipment and getting the maximum out of them. Precious knowledge on how to play on different golf courses around 
the world. A good dose of news, views and experiences from Indian golf. 
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k 
Checking on Didi: B.JP' 


large numbers to pay homage to 
their leader. The long and serpen- 
tine queue leading up to the dharna 
mancha is somewhat reminiscent 
of the Income-Tax office on the 
last day of filing returns or the adv- 
ance booking counter before the 
release of a Bollywood blockbuster. 
“If something happens to Didi, we'll 
set Writers’ Buildings on fire,” 
shouts a mid-level TMC leader in 
an effort to whip up a frenzy, but 
saner voices tell him to pipe down. 
“Please, please... Didi wants us to 
keep patience,” someone bellows 
from within the crowd. 

Her followers aren’t the only 
ones who have come calling. A 
galaxy of political stalwarts have 
visited Banerjee—some to show sol- 
idarity, others to extend sympathy 
and yet others to try and persuade 
her to call off her dharna. West 
Bengal Governor Gopal Krishna 
Gandhi has come and gone three 
times. BJP President Rajnath Singh 
(twice), former Prime Minister V.P. 
Singh, former Assam Chief Minister 
Prafulla Kumar Mahanta and Union 
Minister Priya Ranjan Dasmunshi 
(as a special emissary of Prime 
Minister Manmohan Singh) have 
come, seen, been seen and gone 
away. Chief Minister Buddhadeb 
Bhattarcharjee has written to her, 
promising to discuss the Singur issue 
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Not everyone's fasting: Large crowds m: 


with her, but Banerjee has refused to 
end her hunger strike. 

Suddenly, there's a buzz among 
the party workers. Tata Group 
Chairman Ratan Tata's allegation 
that his business rivals could be 
fuelling the Singur agitation has 
filtered down to them. Madan 
Mitra angrily denies the charge and 
denounces Tata. “How can he 
question Didi’s personal honesty 
and integrity? She has an unblem- 
ished track record in this regard,” 
he says, and threatens to drag Tata 
to court for libel. 


6.00 pm: There’s a melee about 50 
metres away from the podium and 
I suddenly realise that my colleague 
from BT Photo is at the centre of it— 
he’s being roughed up by some TMC 
party workers. “I’m only doing my 


job,” he screams vainly as he’s 
pushed around. “You people are 
out to give Didi and our party a 
bad name,” the chief heckler retorts. 
It takes me a few minutes to grasp 
what’s going on—he had been 
shooting TMC workers buying food 
from street vendors, who, typically, 
make an additional buck or two 
during political rallies. The eco- 
nomic rationale: more footfalls 
translate into higher sales. It’s no dif- 
ferent this time. But the prospect of 
the national media highlighting the 
irony of party workers generating 


> í r tooa vendi I 


higher food sales around the 
podium on which their leader is 
undertaking a hunger strike, is, app- 
arently, too much for some over- 
enthusiastic TMC strongmen to dig- 
est. Somehow, we manage to extri- 
cate ourselves from this sticky situ- 
ation and head away. 

Banerjee calls off her fast the 
following day "in response to req- 
uests from the President and the 
Prime Minister". But, she declares, 
her agitation will continue. 
Bhattacharjee's government, on its 
part, has ruled out the possibility of 
relocating the project. Meanwhile, 
the people of Singur, the car project 
that's at the centre of all this—and 
the CM's grand project to reindus- 
trialise the state—find themselves 
caught between the proverbial rock 
and a hard place. พ 
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odern-day Me 


A billionaire speculator-cum-philanthropist’s retake on what 


ails the world today and how to fix it. R. SRIDHARAN 





THE AGE OF FALLIBILITY 7" F THE HALF-A-DOZEN OR SO BOOKS THAT 
| George Soros has written, there's only 
By George Seros J one (The Alchemy of Finance) devoted 
Aa Š | to the controversial speculator’s investment 


secrets. All the others address larger issues 
such as globalisation, capitalism, democracy 
and communism. The statistic is important 
because it tells you something about the man: 
He sees himself more as a crusader than a 
famous and rich financial market investor. 
That should make Soros, born in Hungary in 
1930 as Gyorgy Schwartz, the only one of his 
kind. For example, Warren Buffett, far wealth- 
ier stock investor than Soros, champions no 
significant political cause, keeps a low profile, 
and certainly hasn't been accused of trying to 
bring down any institution (Soros, in con- 
trast, is often called the “man who broke the 
Bank of England”, for profiting from Britain’s 
currency crisis of 1992), 

Yet, if Soros is anything, he’s not apolo- 
getic. He doesn’t feel embarrassed by his riches or even his aggressive 
political agendas, and he expects people to believe him when he 
says that “my goal is to make the world a better place”. Over the years, 
starting the late 70s, Soros has been putting his money where his mouth 
is, helping topple governments, build democratic institutions and, of 
late, chase US President George Bush out of office. In fact, his previ- 
ous book, The Bubble of American Supremacy, was a scathing attack 
on how Bush had managed to lead America astray. Soros agrees that 
the world changed after 9/11, but believes that Bush made it worse with 
his so-called war on terror. . | | 

So, how is The Age of Fallibility different from his previous books? To 
put it simply, it's a rethink—not on the fundamental issues, but on 
one important count: the American open society. Bewildered and frus- 
trated by the American voter's decision to reelect Bush, Soros wants to 
figure out why the average American has been unable to see that Bush's 
war on terror has disastrous consequences for the country and the 
world in general. His conclusion:“The message is simple: America can- 
not remain powerful and prosperous as a feel-good society. We must learn 
to confront unpleasant realities if we want to remain leaders in the 
world...it is not enough to change governments; our attitudes and 
policies need to be thoroughly reconsidered.” 

It isn't easy to get your arms around this book. The first part, where 
Soros talks about thinking and reality and open society, is especially tricky, 
and he tends to repeat himself several times. But there's no mistaking the 
importance of Soros’ message. The world has become a far more unstable 
place in the wake of 9/11, and the citizens of the world have to act now 
to keep it from spiralling i into destruction. 


Price: Rs 1,023 








MASSAGES FOR ALL 
OCCASIONS 


Massag 


For 


TREADMILL 





PRINTED 
CIRCUIT 


All Occasions 


There are hundreds of forms of massage. Here, our intrepid correspondents 
review four of the most popular ones and bring you the verdict. 


FTER BEING MADE TO CHANGE INTO VIRTUALLY 
AXnothing, I was led into a meditation room at 
the Amatra Spa in Delhi’s Ashoka Hotel and asked to 
concentrate for five minutes in order to calm the 
mind and then led into the massage room. The sole 
piece of clothing was shed and yours truly, extremely 
embarrassed at the prospects of having to face hum- 
iliation for all the accumulated fat, quietly followed 
every instruction. The masseuse poured a mixture of 
warm olive oil and orange aroma oil on my back. 
Paying special attention to all the pressure points, the 
masseuse, after massaging my entire body, poured 
warm oil on my head and gently massaged my scalp. 


Then, cotton towels soaked in warm water were 
wrapped around my neck and feet. Í don't particularly 
know why she did that, but it instantly drained out all 
the remaining stiffness from my body. Just when I had 
begun to enjoy the royal treatment, and thought I 
could take a nap, she declared that the massage was 
over and led me into the steam bath chamber where 
[ was made to sit for five minutes. Soon after, I was 
asked to bathe and get ready for a warm cup of 
herbal tea with a dash of fresh honey. 
TIME TAKEN: 1 HOUR 
RATING: 8/10 

SHIVANGI MISRA 
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Stone Massage 


HE MASSEUSE MADE ME WASH MY FEET IN LUKEWARM ROSE WATER 
F proceeded to heat the stones, which resembled “Motorola 
Pebl phones” (her joke!) in a steam chamber. These stones are imp- 
orted from Europe and come from volcanic eruptions. She made 
me lie on my stomach, gently placing the warm stones on my spine. 
The idea of this therapy is to massage oil on to the body with the 
aid of these stones, transferring the benefits of natural elements that 
help rejuvenate the body. The warm stones really do feel nice and 
tingle given their velvety finish. I grabbed my hot herbal tea this time 
again, added two spoonfuls of honey. The verdict: Very relaxing. 
TIME TAKEN: 1 HOUR 
RATING: 7/10 


VINEVHS H$31I!8 AG SHdYBEDOIONd 


Thai 
Massage 


HIS ONE, TOO, STARTED WITH A FIVE- 
Tos meditation; the difference: 
I was made to change into a set of 
cotton kurta-pajama. Little did I know 
that I was up for something that I was 
just not prepared for. Thai massage 
is dry and involves various stretching 
exercises that a person is made to do 
with the help of an attendant. I had 
been instructed by the spa consultant 
not to eat anything at least one hour 
prior to my scheduled appointment. 
Now, since I had an afternoon app- 
ointment, and since I take my job 
rather seriously, I decided to go hungry 
for the entire day. For those who are 
not in the habit of doing regular phys- 
ical work, this massage can mean trou- 
ble but by the end of it, the body feels 
relaxed and free of fatigue. However, 
if I were to choose between the two, | 
would recommend the Swedish one. 
It’s more elaborate and has a higher 
pamper quotient! 

TIME TAKEN: 45 MINUTES 
RATING: 6/10 


SM 
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Kerala 
Ayurvedic 
Massage 


ET ME ADMIT AT THE OUTSET THAT 

[ am not a big fan of the Kerala 
Ayurvedic Massage. It makes generous 
use of oil (often, more than one kind) 
that cakes your skin as you groggily 
try to recover from your stupor. 
Having made that admission, [ must 
also accept that I form a part of the 
minority. More discerning customers 
are now opting for the synchronised 
form of Kerala Massage, where two 
masseurs work on your body simul- 
taneously, feet upwards. A well- 
trained Kerala masseur will always 
sit you down and wash your feet first. 
A brief prelude to the massage is pro- 
vided by gently rubbing the toes. At 
the end of a full body massage, a ‘shi- 
rodhara’ is recommended. If only 1 
didn’t sleep for 11 hours straight that 
night, I'd have rubbished the Kerala 
technique completely. 
TIME TAKEN: 90 MINUTES 
RATING: 7/10 


JAMAL SHAIKH 
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What Tech Toys 
You Should Buy In 2007 


So 2007 is the year you've decided to finally buy yourself that new 
toy you have been eyeing for a while. Here's what you should look 
out for when spending your money. KUSHAN MITRA 


MOBILE 
COMMUNICATION 
DEVICES 


e Take a close look at the 
Blackberry Pearl—it proves that 
your communication device doesn't 
have to look like a geometry box. 


e Choose your input style. People 
have wildly different typing/writing 
styles; so, choose your device 
based on how easily it works for 
you. If you want to write, there is 
the Nokia 6708, for full QWERTY 
keypads, you have a range of 
devices, like the Palm Treo, and 
then, there are keypads like the 
Pearl. 


eYou want your device to do 

more than receive your boss' 

email, right? Some of the latest 

devices have cameras and MP3 
. players as well. 





TELEVISIONS 


e ‘Tis the time to buy a flat-panel display? You betcha’! 


e Prices are still more than twice that of regular cathode ray tube 
TVs (they are, however, falling), but if you want really large 
screen sizes, Plasma or LCD are the way to go. 


e Umm, Plasma or LCD? Depends; if you want TVs with screen 
sizes below 42 inches, go for an LCD screen. Anything bigger, and 
you'll need to buy a Plasma. But ideally, unless you want a 
behemoth of a TV, stick to 32-37" LCD monitors. 


e Make sure any TV you buy is full High-Definition TV (HDTV)- 

compatible (ask if it is 1080p-compatible; don't buy it if it isn't.) 

Even though there are no HDTV broadcasts in India just yet—next- 

generation DVD players (HD-DVD and Blu-Ray) that output 
. HDTV images and HDTV should be in India soon enough. 








MULTIMEDIA PHONES 


@ First and foremost, no matter how great the 
pictures are, no matter how many colours there 
are on the touch-screen, remember the critical 
question: how does it feel like as a phone? 
Talking is still the # 1 activity on a phone and 
if you can't talk comfortably—no point buying it. 


e Let's be honest; you probably will buy a device 
like this to impress friends/partners/colleagues. 
Make sure your new handset has a major "wow" 
factor—like the N95, which can boost your 
image just as well as the Porsche 911 you'll see 
in the accompanying issue of BT More. 


e Make sure your phone can support EDGE, 3G, 
Wi-Fi and can also do email and the internet. 
Connectivity, after all, is the name of the game. 
e |f the camera has a resolution below 3 
megapixel, look for another model. 


e On-board or swappable, anything under 1 
gigabyte of memory is pointless. 
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DIGITAL AUDIO DEVICES 


| e Well, it begins and ends at the iPod in this segment, 
| or does it? Microsoft's Zune, Creative's Zen, Sony's 
| new Digital walkman's and the Samsung Yepp range are 
, all credible alternatives. 

| 

| 


| e Small-capacity Flash-based players make the most 
| sense for movement-intensive activities like jogging or 
| gymming. 

. e Hard drive-based devices make sense for people who 
. don't move around a lot. 

. € Do you really need 80 gigabytes? Or even 100 gigabytes 
. of storage (as the sixth-gen iPod is rumoured to be)? 
| Chances are that you won't, so don’t buy the biggest-sized 
| player unless you really need to. 


| e Screen size and brightness matter. There is a lot of new 
| video content for portable devices and it doesn't look that 
| great on small screens—unless you buy the smallest 1 


gigabyte players. 





GAME CONSOLES 


e Why? Because, deep inside, there 
is still a bit of that younger you left. 


e Which one? Tough question. Only 
the Microsoft XBox360 is available 
legally in India right now, so we 
would say buy that. But once the 
Sony PS3 comes to India (and the 
Nintendo Wii might come as well), 
the choice will get tougher. 


e Avoid the grey market; this isn't a Rs 10,000 
phone; it is a Rs 25,000-plus computer (PS3s 
cost upwards of Rs 50,000 on the grey market). 
There is some quiet satisfaction in owning that 
ever-so-important piece of paper—the warranty 
card. 


e But if you spend a large amount of your life 
commuting, skip the big consoles. Get your- 
self a PlayStation Portable (available legally) 
or Nintendo DS (buy one from abroad). They're 
brilliant time-pass when you're waiting for traffic 
to clear up or on the local train. 





bt treadmill 


Tipsheet for the New Year 


ANY OF YOU READERS MAY HAVE RESOLVED TO GET BACK INTO SHAPE 
in 2007. Besides that being a common New Year’s resolution, 
January is a good time to start a workout regime to ramp up your 
body’s fitness levels, lose fat and build strength. What better time then than 
the beginning of the year to do a run-down of some important dos and 


don’ts in weight training? 


Warm up. Too many people hit the weights section at gyms before limbering 
up their bodies to make them ready for intensive workouts. The best 
warm up is a moderate cardio-vascular session—say, 10 minutes on an 
exercise bike or a brisk jog. Do that before you reach for the dumb-bells. 
Hydrate yourself. Apart from replenishing the water that is lost by the body 
during workouts, drinking water before, during and after workouts helps 
in building and regenerating muscles. What about energy drinks versus wa- 


ter? Go for water. 


Check form and posture. Always use a spotter (a trainer or an experienced 
gym-partner; see illustration) to check whether your form is correct while 
lifting weights, particularly when you’re going heavy. Bad form can cause 


serious injuries. 


Get proper footwear. Just because a pair of sneakers looks snazzy doesn't 


RAMEN SARKAR 





mean it's the best for work- 
outs. Running shoes aren't the 
best footwear for weight train- 
ing. Workout shoes should be 
lightweight with flat soles. 
Avoid air-filled, strangely rip- 
pled varieties. 

What you wear. There's a myth 
that tight clothes should be 
avoided in gyms. Not if you 
go for the new, high-tech fab- 


rics that wick out sweat from your body as you workout. Many sportswear 
brands offer such skin-fit uppers and bottoms that not only keep you dry 
while working out but also help you maintain form while exercising. 
Machines vs. free-weights. This is a debate that goes on and on. While ma- 
chines can help you isolate muscles for increased benefits from work- 
outs, free-weight exercises make you deploy more muscles and force you to 
maintain balance. Begin with machines and then graduate to free-weights 
as you become more adept at weight training. 

Gives muscles a break. Don't exercise the same group of muscles (e.g. chest 
or biceps) every day. In fact, muscles need a break to recuperate and 
regenerate after they're worked out. You should ideally not exercise a mus- 
cle group for 48 hours after you've put them through the paces. 

Consult your doc. Before embarking on a workout schedule you should see 
your physician to check whether you need to adopt precautions, particu- 
larly so, if you have back problems or suffer from chronic joint or muscle 
pains. Also, remember to check the credentials of the trainers at your gym— 
there are far too many quacks in the weight-rooms. 


Have great workouts this year! 


MUSCLES MANI 





write to musclesmani@intoday. com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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STEPS TO STAY 


HEALTHY 
DURING WINTER 
\ A JHO WANTS TO MISS ALL THE 
Wi; during winter? A bal- 
anced regime will keep you fit 





even as you enjoy yourself. 


Eye the Apple. Apples contain 
antioxidants that improve your 
immune function and prevent 
heart disease and some cancers. 
Says Dr Vinay Goel, Consultant, 
Max Hospital, Delhi: "Apples are 


. a good source of potassium, folic 


also help in the digestion process." 
As the saying goes, an apple a day 


Walk in the Park. Go for brisk 


-walks in a park. “Besides the obv- 
ious benefit of exercise, it will 


also expose you to sunlight and 
fresh air and lift your mood," adds 


- Dr Goel. 


Eye Care. Wear sunglasses when 


-outdoors to protect your eyes from 


UV rays. If you aren't sure whether 
your glasses block the rays, take 


them to an eye clinic to check 


are canapés, it's easy to lose count 
of how many you eat. Be careful 
and eat in moderation. 


` Alcohol, Think of your Heart. 
Winter's a time for heartier 
meals, such as stews, and red 
wine is a perfect accompani- 
ment. Drink in moderation. You'll 
stay sober and healthy. 
Zap Germs. Holidays mean a lot 
more close contact with family, 


friends and strangers—and a lot 
more germs to share, too. Says 


. Dr Goel: "To prevent the spread of 
germs, use germ-killing cleaning 
. products, bleach or boiling water, 
. to disinfect the house. Wipe down 
. the phone, computer keyboard, 
mouse, door handles and other 
IN ce ee Moody 


MANU KAUSHIK 
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bt people 


Is He Cashing Out? 


IT’S BEEN SIX MONTHS SINCE JERRY RAO AND THE 
private equity investors in his IT-ITES company 
MphasiS BFL decided to hand over the ownership to 
American IT giant, EDS. And ever since, Rao watchers 
have been expecting an announcement of his exit 
from the company, which is 
now called Eps India. But 
; Rao, 55, surprised everyone 
by accepting the role of Vice 
President and General 
Manager of EDS India (in ad- 
dition to his non-executive 
Chairman title). It, however, 
seems Rao, who writes poetry 
when he isn't tending to his com- 
pany, is quietly working his way out 
of EDS India—at least, in terms of 
ownership. In June and December 
last year, he sold in two tranches 
26.86 lakh shares of MphasiS, 
raising Rs 62 crore. That brings 
down his stake in the com- 
pany to 2.45 per cent from 
the pre-sale level of 3.98 
per cent (directly and 
through MphasiS Hold- 
ings). It's easy to see why 
Rao needs money. He's 
been busy investing in 
everything from a liter- 
ary journal to a vinevard 
to a hotel. Retirement, 
then, should be no prob- 
lem for Rao. 
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The Loss of Inheritance 
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Raha & Co. 


SUBIR RAHA MAY NO LONGER BE A HOTSHOT PSU CHIEF- 
tain, but he’s not walking into the sunset just yet. The 
chain-smoking, workaholic and charming raconteur 
has now donned the cap of a consultant. Raha, 58, 
has bounced back to launch a consulting firm Trldea, 
whose strange name is explained by the fact that it 
stands for ‘Team Raha Ideation'. Perfect spring- 
board you would think. But Raha might well dive into 
a dry pool going by a good part of the firm's man- 
date: corporate consultancy in the areas of internal 
and external communications, team building, exec- 
utive nurturing, problem-solving and corporate gov- 
ernance. Says Raha: “The consulting firm offers 
operational flexibility in terms of manpower man- 
agement.” But don’t forget that Raha is no ordinary 
technocrat. At ONGC, he survived (for long) despite 
taking on bureaucrats and politicians. Snagging a 
few consultancy mandates, then, should be a cinch. 
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It’s ล Bird, It’s a Plane... 


January, and the author, who also owns a software 
start-up called Quick Dude, is already busy writing 
the next installment of Ballay Shera’s adventures, 
which will feature him in an engineering college. 
Will Ballay Shera be India's Harry Potter? We'll 
find out soon enough. 


oes 





SYAASIqq INSYVLAVS 


Rude Lesson 





with family in Bangalore 
recently when an overzeal- 
ous photographer tried to 
take pictures of the man 
with his family. 
Chidambaram, 61, un- 
derstandably, did not 
want the photographer 

to spoil what he had 
hoped would be quality 
outing with his family. But 
this shutterbug wouldn't lis- 
ten, and in a bid to step out 
of the camera's focus, 
Chidambaram tripped and 
fractured a toe. Subsequently, 
the photographer and the 
newspaper's editor apolo- 
gised to the FM, who—being a 
perfect gentleman—forgave. 





Just for being such a sport, 





we think, Chidambaram de- á 
serves all our votes. 
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N THEIR MIND, SAMIR MODI 


r 
ACTUALLY, IT WILL BE NEITHER BUT A NEW INDIAN IF IMPORT DUTIES ON CAMERAS, 
comic superhero in the form of an 18-year-old newsprint and printing machin- E 
Sikh with a magical ring that gives him super power ery go up in Budget 2007, media Ñ 
and whose first adventure will involve trying to will have no one to blame but A 
bring back the Kohinoor diamond to India. Bringing itself. After all, it has gone | 
you the adventures of Ballay Shera is PRASHANT ahead and broken a toe of s 
SINGH, a former (Fidelity and HSBC) investment the most important man— 
banker, who's given up high finance for writing. “I at least, around this time of 
think it's about time India got its own Super the year—in India. Finance N 
Hero,” says the 1M Calcutta and MIT alumnus. Minister P. CHIDAMBARAM 

r Singh’s handiwork will hit the bookstores by end of was out for a quiet dinner je 
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was busy launching a Foundation to spread awareness about HIV and AIDS. Over 
the years, Modi, now 37, has rolled out a variety of HIV-related programmes such 
as the HIV/AIDS Workplace Intervention Programme and Ambassadors of 
lose to Rs 4 crore a year on Modicare Foundation’s initiatives 


Change, spending ¢ 


Soon, the foundation will be celebrating its tenth anniversary and the KK Modi 


"oup scion, who runs a / | leven-type convenience chain called Twenty Four seven 
๒ i 


besides being an Executive Director with Godfrey Philip: 


"We Ve run 


Is planning the next level 


Of initiatives programmes for truckers, migrant labourers and com 


mercial Sex workers, but we need to do a lot more," says the Doon Scho: 


alumnus. After all, there are 5.7 million HIV positive Indians who need h 
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VIVAN MEHRA 


The Builder Who Made it Big 


USHAL PAL SINGH IS MAKING HEADLINES ONCE AGAIN. HIS FLAGSHIP, DLF, 

has filed a revised prospectus for its proposed Rs 13,500-crore initial public offer (IPO) 

with market regulator SEBI. The IPO, when it does take place, will catapult Singh into 
the top position among India’s über rich set with an estimated personal net worth of 
Rs 1,15,019.45 crore. 

It has been a long and chequered journey, which began in the 1940s, when he set sail for 
the UK for higher studies. While there, he appeared before the British Officers Service and 
was selected to join the British Indian Army, and was subsequently commissioned into The 
Deccan Horse, a cavalry regiment. He began his life as a businessman in 1960, when he joined 
American Universal Electric Company, a joint venture between Universal Electric Company 
of the us and his family. Subsequently, Singh promoted another company, Willard India, in 
collaboration with ESB of the Us to manufacture industrial batteries in India and became its 
Managing Director. But his crowning glory was still some years away. 

In the 1960s, Gurgaon was a sleepy, barren village on the outskirts of Delhi, but Singh sensed 
an opportunity here—he began to buy up large tracts of land in anticipation of Delhi expanding 
in future. That move paid off and how! Gurgaon is now considered one of the hottest real es- 
tate destinations in the country and Singh is universally acknowledged as its creator. 

He has had his brush with controversies, too. DLF, which planned to launch its IPO in 
September, 2006, had to withdraw it when some minority shareholders raised the ban- 
ner of revolt over rights issue. But that is now behind him. Once his company lists, and 
depending on how its scrip behaves, he could even challenge L.N. Mittal's position as the 
richest Indian on the planet. 8 
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_ NEW MILESTONES THROUGH 
CONTINUED EXCELLENCE. 
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M&A / Financial Sponsors Practice Transact 












Temasek Holdings 


Kohiberg Kravis Apollo Tyres f 


Roberts & Co. 


KIEKIS 


Acquisition of Software 
BE Development & Solutions 

| Business of Flextronics Intl. Ltd. | 
: US$ 900 Mn 
















TEMASEK 
HOLDINGS 









ius QoS Wd APOLLO TYRES ITD. 
Andi Dhirubhai Ambani Group 




















Acquisition of Dunlop Tyres 
International (PTY) Ltd. 1 
US$ 62 Mn | 











Restructuring 
Rs. 61,000 Crore 


Acquisition of 9.9% stake 
in Tata Teleservices 




































Ltd. 


ac 7 ร 


Cortland Investment 
an affiliate of 
Warburg Pincus LLC 


เฉ น กั 


ChrysCapital Bajaj Auto Finance 














BAIA 
FINANCE 


Preferential Allotment* 
Rs. 322 Crore 


*including warrants 


3 CHRYSCAPITAL 


WARBURG PINCUS 














Open Offer 
Rs. 162 Crore 


Open Offer of Vaibhav Gems 
Rs. 154 Crore 


Open offer of JMT Auto - 
Rs. 27 Crore I 










GMR infrastructu 


Fortis Healthcare 


Navayuga 
Engineering Company 
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E Private Placement 
7" Upto Rs. 150 Crore 






Private Placement 
Rs. 67 Crore 


Private Placement ^ I 
” Rs. 200 Crore 
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ACTIVATE THE imet v DYNAMIC. 


There are infinite dynamics in business. Master them all 
With Microsoft Dynamics” 


Presenting Microsoft Dynamics: a line of people-ready business management 
solutions for financial management, CRM and supply chain management. It's eas 
to learn and easy to use. Because it looks and feels like the Microsoft” software 
your people use every day. 

To know more SMS DYNAMICS to 8243 or call 1800-111-100 (MTNL/BSNL), 
1800-102-1100 (Airtel) and 080-40103000. Visit microsoft.com/india/dynam 


—— cathe "cc 
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Dun & Bradstreet in association with Microsoft presents Enterprise Next - Managing change effectively. This event is scheduled 
the month of February 2007. 


Please register yourself for the event at 
Delhi: Tel: 011 - 4149 7970, Fax: 011 - 4149 7909 Mumbai:Tel: 022 - 66765531, Fax: 022 - 66765553 
Email: enterprisenext@mail.dnb.co.in 
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/ YOU WON'T KNOW WHERE 
REALITY ENDS AND MOSEL BEGINS 






LA 52F7 (132cm) 


| Presenting Samsung FHD Mosel - Full High Definition LCD Television. 


Welcome to a whole new era of audio visual experience. Samsung brings you the true meaning of high- SAMSUNG 
definition with its Full High Definition LCD Televisions. The Mosel F7 offers you the richness of 2 million pixels 
which is yet to be surpassed. While the 6000:1 Contrast Ratio and Full High Definition (1920 x 1080p) 
resolution brings you a never before visual experience 





RIU MGH DEFINITION LOD 


Samsung offers the widest and the most advanced range of LCD TVs in India. To know more, please visit your 
nearest Samsung authorised dealer 


Samsung Mosel and Neo Mosel, the closest look at reality that you can ever dream of. 
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SAMSUNG INDIA ELECTRONICS PRIVATE LIMITED 
Registered Office: 7th 8 Bth Floor, IFCI Tower, 61 Nehru Place, New Delhi-110019 Tel: 011-41511234 www.samsung.com/india 
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ARLIER THIS MONTH, TOP » ม ่ อ น ชา ผ่ “INFOTECH ç COM- 
panies posted drool-inducing results for the third 
quarter. Infosys was first off the block. recording a 


staggering 51.5 per cent increase in ญ์ the quarter. 





a bou th ud touch $60 0 billion by 2010. — 

Why then are we saying that Indian rr has to re-invent 
itself? Simply because as IT companies scale up, the ques- 
tion that is being asked is whether such growth is sus- 
tainable. Indian rr's business model follows a simple lin- 
earity: where growth in revenue is in direct proportion to 
people employed. In other words, add code-jocks to get 
you more revenue. In the last five years, the headcount at 
Indian IT companies has surged in order to fuel the 
growth of their businesses. As a result, productivity in 
terms of revenue and profit per employee has been de- 
clining sharply. This has several implications. For one, it 
may not be the most efficient way of ` 
achieving growth. Second, it can lead to 
a crisis when the business cycle turns: 
(say, when the Us economy slows down. Ë 
further) and 11 companies have to deal . 
with a bloated workforce. Third, with 
an acute shortage of skilled labour, a. ` 
model that is based on scaling up the- 
number of people deployed is far from . 
perfect. To be sure, Indian rr has been grappling with all 
of these. Many, like Infosys and Wipro, spend large 
sums on training and re-skilling fresh graduates so that 
they can augment a scarce supply of talent. As Associate 
Editor Venkatesha Babu writes in his cover story 
(Reinventing Indian rr, Page 74), Indian IT majors are now 
on the threshold of rethinking their business strategies as 
well. Many of them want to go up the value chain—mov- 
ing from providing cost-effective services and solutions to 
clients in developed markets to providing. more rem- 
unerative consultancy services that global companies 
like BM, Accenture and EDs are engaged. in. Ina way, this 
will be Ver.3.0 of Indian rr's business strategy (if the body- 
shopping model of the 1990s was Ver.1.0 and the current. 
global delivery model Ver.2.0) and could pit the industry 
against the giants of the business. Babu's report examines 
how IT majors are tackling this new challenge. 

Like Indian rr, Indian Pharma is in the midst of re-in- 





 venting itself, but without the hoopla that surrounds rr.in- _ 


dustry. Our 15-page special report brings you an insightful 
analysis of how pharma majors are gearing up to survive in 
an increasingly competitive global market place. 
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We'd like to introduce our 


Portfolio Management Services. 
So let's talk about a family famous for 
designing exclusive fragrances. 


The pursuit of excellence in 
designing fragrances 
Before we tell you why we're talking 
about a family famous for customising 
perfumes in an ad for portfolio 
management, let us tell you a bit about 
the family itself. Established in the 18th 
century in London, this family still makes 
perfumes using the time-intensive 
‘infusion’ technique, which involves placing 
two or four herbs in oil or water for exactly 
ten minutes before straining it. And that. 
too, in a strictly temperature ^ 3 
controlled environment. A few seconds ` 
or degrees here and there means ` 
bedlam. Naturally, every perfume : 
maker from this family has been ` 
an unrelenting perfectionist. 
Some may think they are ` Ñ 
obsessive-compulsive, but not the 
personalities who commissioned 
the house for their personalised ` 
scents. King George |H and IV, Prince 
Rainier of Monaco, Grace Kelly, John 
F. Kennedy, George Clooney and Clint 
Eastwood, to name iust a few. 
Now, if you're wondering what 
attracts celebrities to this famous 
house, the answer is simple: it's. 
the house's: commitmentto `` 
understand its customers' personalities 


and tailor the right fragrances for them. 
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The pursuit of excellence in 
Portfolio Management 
Allow us to present our Portfolio Management 
Services, which aims to provide long-term 
wealth creation with active portfolio 
management. And at HSBC, we believe, 
just as it takes a committed perfectionist 
to design the perfect fragrance, it takes a 
master to bring out the very best in an 
investment. Which is where our portfolio 
managers come in. They are perfectionists 
too, and are just as obsessed. 
The one difference: their subject of 
obsession isn't fine fragrances, but 
investing. In other words, when you 
become a part of this financial 
service, our portfolio management 
| team will analyse your risk profile 
|  andaccordingly custom design an 
investment portfolio for you. With 
their local knowledge of capital 
markets coupled with the global 
strength and capabilities of the 
HSBC Group, you can expect 
nothing short of a rewarding 
partnership. Because you'll agree, 
whether it's the development of a 
customised fragrance or an 
investment portfolio, only 
meticulous concern will 
determine its quality. For details, 


e-mail us at hsbepms@hsbc.co.in 
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India Arrives 

Global tech firms are now relocating top 
management functions to India. 
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Focus on decoding the spectrum war; and the 
Maharaja dons new colours. 


Newsmaker 
This fortnight’s hero is Vodafone CEO Arun Sarin, 
who’s fighting his toughest battle for Hutch Essar. 
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DLF’s revised bid for an IPO is high on ambition. 
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Will Vodafone operate in India with the 

Hutch brand? 
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The BSE might benefit from NYSE buying into NSE. 
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Few are celebrating the lifting of the ban on 
sugar exports. 
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Puma is in a hurry to launch its exclusive stores. 
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India Inc.’s acquisitions will soon attain global size. 
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ICICI Bank mobilises $2 billion, Asia's largest 
deal in five years. 
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Now, Pitroda may leave his mark on education. 
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Code jocks on the job: Reinvention has finally begun 





74  Reinventing Indian IT 


Sure, their revenues and profits are still 
surging, but Indian IT vendors have realised 
that their linear business model—more code 
jocks is equal to more revenues—is under 
threat. Result: They are reinventing them- 
selves before it's too late. 
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An Intricate Corporate Battle 

THE HUTCH STORY HAS RAISED SOME 
genuine issues. While Reliance 
Communications wants to be 
numero uno in the arena, 
Vodafone wants to gain access to a 
big player in the sector. Logically, 
Essar, too, has a strong claim. All 
that makes it an intricate corporate 
battle. The kind of interest gener- 
ated also vouches for the growth of 
the Indian telecom sector and its 
potential. At the same time, con- 
cerns about the quality of mobile 
telephone services in India remain. 


R.K. SUDAN, through e-mail 


“Scorpio’s Not the One” 

IN CONSUMER BOOM: MILESTONES (BT, 
Jan. 14, 2007), it has been men- 
tioned that M&M's Scorpio, 
launched in June 2002, was India's 
“first indigenously built sports util- 
ity vehicle". On the contrary, India's 
first indigenously built three-door 
sUV was the Tata Sierra, launched 
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A Complete Story 
WHO'LL WIN HUTCH? (BT, JANUARY 
28, 2007) provides an insight into 
the most sought after asset in the re- 
cent history of global mergers and 
acquisitions with the likes of Sarins, 
Ambanis, Hindujas and Ruias vying 
for HTIL’S 67 per stake in HEL. The 
story looks into the various aspects 
as to why Hutch is vital to each of 
the bidders in the long run. Lastly, 
the chronology about Hutch in 
India and the detailed comparison 
of the telecom majors make the 
article much more enriching. 
YUVRA] R. PATIL, through e-mail 


in 1991, and the first indigenously 
built four-door suv was the Tata 


Safari. launched in 1998. 
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IO READ IN 
Mission Impossible (Br, Jan. 28, 
2007) that Bihar is, at last, on the 
right track. And given the sorry 
state of affairs Bihar has fallen into 
due to misgovernance, it is only 
advisable to give Chief Minister 
Nitish Kumar a free hand to turn 
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Indian IT Needs IP 


NDIA'S IT INDUSTRY HAS NEVER HAD IT SO GOOD. EXPORTS 
li year will probably cross the $29.4-billion (Rs 
1,32,300-crore) mark projected by NASSCOM. The 
domestic market for IT is also booming. Growth num- 
bers put out by the IT majors indicate strong growth 
going forward. So, why should Indian 11 companies be 
worried? Low cost, all said and done, has been their 
calling card in the global outsourcing market. Activities 
like application development and maintenance (ADM) 
and testing are their areas of strength and will continue 
to remain so. But with tech giants such as IBM, 
Accenture, and EDS ramping up their development 
centres in India, the low-cost advantage will no longer 
be an ace up the sleeve of Indian vendors alone. In fact, 
if one considers some of the biggest rr outsourcing deals 
that have happened in India, it is evident that Indian 
companies do not think the local vendors have the sort 
of capabilities they need. For instance, managing Bharti 
Airtel's rT requirements is not a TCS or Infosys, but IBM. 
Indeed, Tata Motors and Tata Steel have chosen to out- 
source IT not to sister company TCS but IBM. 

As the global rr majors expand the spectrum of their 
offerings, Indian vendors, in turn, will have to look at 
more value-added projects and, eventually, break- 
through technologies and solutions. As things stand, 
there's a yawning gap between the innovative capa- 
bilities of Indian rr firms and their global rivals. IBM, for 
example, generates more than $1 billion in revenues 
every year from its patent portfolio (so forget about how 
much it invests in R&D every year). It files for more than 
3,000 patents every year. Accenture also patents several 
of its service delivery methodologies. The top Indian 
vendors, in contrast, are new to the innovation game. 
They invest just around 1 per cent of their income in 
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FM P. Chidambaram: Not time to intervene yet 
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Wake-up call: Time to innovate and spend more on R&D 


R&D activities. Sure, Infosys has filed for 100 patents till 
date, but it is too small a number. Besides, it is not just 
the number of filings but the ability to generate income 
out of R&D that matters. 

If Indian vendors have to take on global players 
and succeed, then they will have to be a disruptive 
force on the technology landscape, able to innovate 
and leapfrog ahead of competition. They will need ac- 
cess to a far more skilled workforce than what they 
currently hire. That may well be the biggest stumbling 
block to their growth. India does not yet have the 
vibrant ecosystem—global universities, innovation 
and risk-driven culture, and angel and venture in- 
vestors—that makes Silicon Valley the powerhouse of 
tech innovation. In fact, the challenge is so formidable, 
and yet fundamental, that the rr industry will need to 
work with the government and academia to create an 
environment that not only perpetuates their low-cost 
advantage (by churning out more and more of skilled 
software engineers), but also allows them to become 
innovator companies. 





Let Inflation Be 


TWO-YEAR HIGH INFLATION RATE OF 6.2 PER CENT 

recorded early this month saw a swift populist 
reaction from the political class—pleas to industry to 
contain price hikes and the possibility of loans turning 
dearer when the RBI undertakes its quarterly review at 
the end of the month. Populist, since good economics 
demands that they lay off and don't intervene, even less, 
threaten to intervene. Here's why. The recent spurt in 
inflation is on account of hardening of prices in the 
global commodities market—prices of wheat have tre- 
bled over the last few years, and copper prices have risen 
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30-odd per cent over the last year, among others. For 
the state to intervene and nudge manufacturers to ab- 
sorb price hikes amounts to directing the market to sub- 
sidise the consumer for populist purposes—lest the 
latter blames the government for leaving its purse 
lighter. However, any attempt to restrict price signals 
from flowing to the consumer will leave the industry 
and economy less efficient at a time when we are em- 
bracing globalisation. In fact, the ill effects of price con- 
trols have already been seen in the power and petroleum 
retailing business, where private sector has hardly 
evinced interest. The consumer does not realise what he 
has bargained for—service quality continues to be 
poor and price, high. Bottom line: corporates must not 
bend to government advisories, especially when they are 
operating in a competitive environment. The decision 
on the trade off between absorbing costs and gaining 





market share, and maintaining profitability is one that 
industry alone must take. 

That said, the government can still meddle with the 
market forces by raising interest rates that will curb in- 
flation by choking demand. However, this will only curb 
economic growth. And, this time around, the sur- 
rounding factors are only precipitous in nature. Since 
the banks have already reduced their holding in gov- 
ernment securities (G-sec) to a minimum (Statutory 
Liquidity ratio), the leeway to increase liquidity in the 
market will have to come at the expense of higher 
interest rates. This, since otherwise the banks could of- 
fload the G-secs in the market and improve the liquidity 
condition. Inflation, in itself, is not an adverse phe- 
nomenon, especially in small doses. Surely, if it worsens 
then there is need for government intervention. But that 
clearly is Round 2. It ought to pass Round 1. 


Stop Playing the Bully 


S A COMMERCIAL CONTRACT SACROSANCT IN INDIA, 
Tos can it be subverted citing “popular” demand? Is the 
government bound to follow the rule of law, or can it 
work its way around it by decree? And can it unilaterally 
force intellectual property (IP) holders to share their 
commercial property with others on terms that are 
patently unfair? Common sense and the principals of 
natural justice would seem to side with the iP holder 
on all these counts, but Indian politicians are not 
known to possess much of either. Hence, the im- 
passe between Nimbus and Neo Sports, which own 
the rights to telecast and commercially exploit all 
cricket matches played in India, and Prasar Bharati and 
Doordarshan, the public broadcaster. Result: large sec- 
tions of the Indian public are being denied the chance 
of watching the ongoing One Day International Series 
between India and the West Indies. 

[& B Minister Priya Ranjan Das Munshi has waded 
into the controversy, calling Nimbus “unpatriotic” 
and has promised to bring an Ordinance to force it to 
share its feed with Doordarshan. There is popular 
support for the move, but the government will be 
ill-advised to follow this path. And it cannot invoke 
“public interest” to defend itself. The cricket telecast 
rights are the private property of the Board of Control 
for Cricket in India (Bcc), which has sold the same to 
Nimbus for $612 million (Rs 2,754 crore). The latter, 
obviously, must have exclusive distribution rights for 
the deal to be financially viable. To force it to share the 
live feed of cricket matches with a rival, then, will di- 
lute the value of its offering and divert funds to pp that 
should rightfully go to the rights holder. 
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Arm-twisting: All in the name of cricket 


Nimbus says Direct to Home (DTH) operators 
refused to buy its telecast as they were hoping to 
get it free from DD; so, in that sense, it has already had 
to suffer a financial loss. And the fact remains that 
Nimbus has not refused to share the feed with the lat- 
ter; it only wants it to encrypt the same to protect it- 
self from piracy—a perfectly reasonable demand. 
But the i&B Minister has chosen to take the populist 
route and decided to play hard ball over the matter. 
But he’s playing with a double-edged sword. Though 
his “battle” may win him wide popular support, it will 
also paint the government as one that does not respect 
commercial contracts between two private parties. And 
that, in the long run, can do widespread damage to 
India’s image as a rule-based society and a safe desti- 
nation for foreign investment. Bi 


Trends 


India Arrives stan T [P 


Global tech firms are now relocating top manage- SHOULD THE GOVERN. x vi 


ment functions to India. RAHUL SACHITANAND (N TN Wong te 


ALLEGEDLY INDECENT 
[: EARLY JANUARY, WIM ELFRINK, THE 55-YEAR-OLD CHIEF GLOBALISATION | AND ADULT CONTENT? 





Officer at networking giant Cisco, made an unusual career move. He | , 

packed his bags and moved his family from the relative comforts of No. Naresh Chahal, Director, - 
Silicon Valley (the real one) to the hustle and bustle of its Indian Indian Broadcasting Federation - 
clone. This is no short-term commitment for Elfrink; he has got his two It's very wrong to ban the chan- ` | 
sons admitted to the tony Bangalore International School and rented a nel. This is a very serious issue : 
plush apartment just off Airport Road. His and will only lead to uncertainty ` l 
mandate: oversee Cisco’s $1.16 billion and confusion regarding the day- 

(Rs 5,220 crore) investment in this country. “0 All 


“Today, we see India as a big opportu- net as 
nity. From Cisco’s perspective, there are š so, it is not right to ban a : 
' ic annel on the basis of the 


several factors that attract it to India. The er jia 

country has been able to create an envi- | one or two people. ` 

ronment that's unlike anywhere else in We have sought on urgent meet- 
ing with the I&B Minister to put ~ 


forward our point of view. 































the world,” says Elfrink. He isn’t the only 
high-ranking Cisco employee to relocate here. 
The company is moving 20 per cent of its top 
talent to Bangalore. Elfrink will collaborate 
with senior company executives across 
functions such as engineering services, 
R&D (Research & Development) and 
HR (Human Resource) from his 
Bangalore base and will also be 
responsible for Cisco’s customer 
advocacy services (comprising 
7,000 employees worldwide). 
Cisco’s highly-publicised init- 
iative follows those by a raft of 


"From Cisco's 
perspective, there are 
several factors that 
attract it to India” 


Wim Elfrink/ 
Chief Globalisation Officer/ Cisco 
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other large global tech giants that have also moved senior managers 
with global responsibilities (albeit quietly) to India. “We see the 
world as a global resource and these moves are part of our strat- 
egy to tap the best talent and markets across the globe,” says an 
IBM spokesperson. IBM executives admitted that the company 
has relocated senior executives (such as Jecy Cherian, IBM India's 
Director for the Global Technology Services Centre), though 
they remained curiously coy about going on the record about these 
moves. “India is a very important market and there are no argu- 
ments on this. IBM’s strategy is based on being globally inte- 
grated and India is an important strategic piece in this strat- 
egy,” says Amitabh Ray, Vice President and Partner (Global 
Delivery, Consulting and Application Services), IBM Global 
Business Services. Incidentally, IBM has moved its global pro- 
curement office from New York to China. 

Large companies such as IBM and its global rival, Accenture, 
both of which employ a large number of Indians around the 
world, have several NRis in their senior ranks who now want to re- 
turn home. “There is a strong and noticeable trend of NRIs and oth- 


A VOTE OF CONFIDENCE 


Some blue-chip tech companies have moved important global functions to India. 


COMPANY FUNCTION 


Cisco Chief Globalisation Officer 
IBM 


Accenture 


Senior technical and management personnel 
Global technical heads 

Yahoo 
Adobe 


น k. 1 - Š ; TPN ส กา ` 
Global product developme 


Seno! product execs anda DI เ เ เส ล ส เ แ เ ส ๒ ๓ 


ers of Indian descent wanting to come back and be part of this 
booming industry,” Kiran Karnik, President of NASSCOM, the IT in- 
dustry’s apex body, notes. 

Whatever be the reasons, there is a qualitative change in the way 
global tech giants are viewing India. The country is no longer 
viewed only as a low-cost development base and a large market; it 
is also now being seen as a regional hub and a base for important cor- 
porate functions that were earlier handled out of places like 
Singapore and Hong Kong. “India has clearly evolved from its 
original perception as a low-cost, high-quality destination for dev- 
elopment into a base for a range of broader corporate functions,” says 
Pete Deemer, Chief Product Development Officer, Yahoo. 

“I have seen first hand the growth and evolution of India since 
I first set up shop here in 1997 and our move (to headquarter a busi- 
ness unit in the country) is a validation of this fact,” says Naresh 
Gupta, Managing Director and Senior Vice President (Print and 
Classic Publishing Solutions Business Unit), Adobe India. 

Cisco’s Elfrink puts the issue in perspective. “If you look at 
the global picture, emerging countries will produce over 50 per cent 
of future GDP growth. So Cisco's strategy is to be in India and focus 
on global market from here," he says. 
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Q&A 


"Convergence 
Still Far Away" 


AMID AHMADI, CHIEF ARCHITECT 
of telecom giant Motorola, was in 
India recently. He met BT’s Rahul 
Sachitanand and discussed tbe latest 
trends in technology and the impor- 
tance of India to Motorola. Excerpts: 


What's telephony, particularly mobile 
telephony, going to look like in future? 
Some headway has been made on con- 
vergence between the telecom and 
computer industries but there is still 
some way to go. Cell phones aren't 
yet good devices for accessing data. 
The solution lies in discovering the 
equivalent of the internet browser for 
the mobile phone. 


Are you developing phones specifically for 
value-conscious markets like India? 
Cheap phones, made for such mar- 
kets, are even better platforms to do 
this kind of work since you need a 
simpler interface. You could, for exa- 
mple, get specific data on your phone 
based on some pre-specified filters. As 
you click on something that is high- 
lighted, you could get relevant data. 
There is also a lot of work going on to 
ensure that your screen refreshes with 
minimal fuss and loads rapidly. 


Will wireless (both Wi-Fi and Wi-Max) 
offer a speedier solution to bridging the dig- 
ital divide? 

Yes. India's wireless market has 
grown rapidly and Wi-Max could 
give you much faster and deeper 
reach into the rural hinterland than 
conventional networks. 











Tesco HSC's technology and supply chain solutions 
fulfil Shopper demands. 


Anticipating shoppers' needs and demands has 
taken top priority in the retail industry. At Tesco 
Hindustan Service Centre (HSC) we understand 
this perfectly and work on technology and 
solutions that enhance the shopping experience 
for our customers worldwide. 


Tesco HSC, Bangalore, powers Tesco's global 
retailing operations spread across 2700 stores in 
12 countries. Teams here, at Whitefield, work on 
Supply Chain Management, Sales Forecasting, 
Purchase Behaviour Analysis, Automated Testing, 
Store Design and more for the world's 3rd largest 
retailer. Our people are pioneering customised 
retail solutions utilising technologies as diverse as 
BizTalk, Ab Initio, UNIX, .Net, Retek, Teradata, 
Rational, Mainframe, ete. 


Tesco HSC is the first shared services centre of a 


global retailer in India and it offers unique 


Opportunities in the retail domain. 





We are looking for Retail, Supply Chain 
or ERP domain experts to work as 
Business Analysts. 





Work Experience: 6+ years as a Business Analyst 


Education: BE/MBA | 
Skills: » Good International exposure in dealing | 
with clients * Experience in Business Modelling 

* Package Implementation experience in any 

ERP solution * Exposure to packages like 

ORMS, ORWMS, POS systems would be an 

added advantage * Good communication and 


analytical skills 


This role may require extensive travelling and 
spending time overseas. 


E-mail your resumé to 


i — °. 
Careers DtV“”In.tesco.com 


For more details, log on to www.tescohsc.com 
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like Ranbaxy, Suzlon and Dr Reddy's 


Laboratories, all of which announced significant 
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cale and size,” sums up Ranbaxy’s MD 


and CEO, Malvinder Singh. 
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says. That has been pretty much the story with com- 
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. You have a unique style that you bring to everything that 


you do. Like the exclusive tea experience you create 
with Brooke Bond Taj Mahal. As your guests savour the 


exquisite - aroma and unmatched flavour of Taj, the 
compliments are bound to come, which will leave you with 
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“๐ TO THE MULTIPLEX FOR A 
movie, switch on your TV, or 
tune into any FM radio station, and 

‘sooner, rather than later, you'll be 
bombarded with public service 
messages, whether on conserving 
groundwater, AIDS awareness and 
prevention, child adoption or how 
you can help the law enforcement 
agencies in their fight against terror. 
They are, almost without excep- 
tion, slickly produced and expen- 
sively mounted. According to ad 
inventory data for 2006 compiled 
by TAM Adex, "social advertising" as 

-this genre is called, is the top cate- 

gory of ads on Tv. Between January 

and November 2006, social adver- 
tisements saw a 90 per cent growth 
in volumes on TV compared to the 
corresponding period in 2005. So, 
what's the buzz all about? 

“The objective of social adver- 
tising is to change public attitudes 
and behaviour, thereby stimulat- 


Ringing in the 


ALL ANYONE ON HIS MOBILE 
° chances are you will 
have to listen to snatches of a 
. Himmesh Reshammiya hit or a 
Bryan Adam's mumber or a Jagjit 
Singh ghazal before you get to 
speak to the called party. 
Welcome to the age of person- 
alised mobile phone services. 
Ringtones and Caller Back 
Ringtones (CBRT), for example, 
have moved on from plain vanilla 
. music to funny sounds like cat 
meows to even speeches. In an 
age when everyone wants to make 


a statement, anything that has at- - 


titude will find takers. And this has 
become a big business. A recent 
study, *Mobile Value Added 
Services Report", by the Internet 
And Mobile Association of India 
(IAMAI) and IMRB International, 
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ing positive social changé," 'says 
Sandeep Goyal, CEO, Dentsu. 


Incidentally, this was the agency 
that created the “Mumbai 1 
Unbreakable” campaign for the ง 


Mumbai Police following the 7/11 
blasts in that city. “Social causes are 
now defining corporate vision and 
brand stances. Hence, they are seen 
as part of total branding exercises,” 
says R. Lakshminarayan, CEO, 
Mudra Marketing Services. 
Another noticeable change in 
social advertising is the massive 
increase in the levels of profes- 
sionalism in this area. Explains 
Sumanto Chattopadhyay, Group 
Creative Director, Ogilvy & 
Mather: “Since the work is mostly 
pro bono, creative people get a 
free hand while working with this 
genre of ads. That is probably what 
results in the high quality of these 
campaigns." M.G. Parameswaran, 


Executive Director, FCB Ulka, how- 


Moolah 


THE FINE PRINT 
Total Market Size: Rs 2,850 crore 
Game & Data 7 z 








PA&MP 6 PP 


Figures in percent — 
P2A: Person to Application AP: Appication to Person P2P: Person to Person 


estimates that the industry will, : 


be worth nearly a billion dollars 
(Rs 4,500 crore) by the end of 


2007, a 40 per cent jump from its - 


current size of Rs 2,850 crore. - 
*Mobile entertainment and 


music are very clearly driving the 
. Mobile Value-added Services (MVAS) 


business," says Rajiv Hiranandani, 


ever, says that today, organisations 
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are willing to pay for social cam- 
paigns. Johns Hopkins Center of 
Communication's AIDS Campaign 


“Jawan Hoon Nadaan Nabi” cre- 
ated by FCB Ulka is a Rs 10-crore | 


campaign. Result: the planning, 
execution and evaluation of these 


campaigns are now accorded the . 


same importance as regular com- 
mercial ones. “Also, more money is 
now being spent on social adver- 
tising—the budgets.could run into 


hundreds of crores, especially if 


one monetises the media expo- 
sure," says Lakshminarayan. 
ANUSHA SUBRAMANIAN 


How the Revenues are Shared 
Copyright Owner 15. | 





Aggregator/ Developer 


i Coui Head, Mobile2Win, a 


mobile content provider. 


“Comics and games are starting - 


to show signs of contributing to 


this MVAS pie in a relatively more —— 
significant manner,” explains Ajay — 
 Adiseshann, © 
| Managing Director, PayMate. 


Founder and 
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CALL 1-800-22-7000 
SMS BSLI 10 6767 
www. birlasunlife.com 








GUARANTEED RETURNS. 


In a world of uncertainties, there's one thing you can be sure of. Minimum 3% guaranteed (net of policy charges) returns Bi rl a S un Life 

with our unit-linked flexi plans. So whatever the market conditions are, you'll get back your hard-earned money for sure ศร ส แค ร ร ร ร ร 2” AM CR NUS 

Add to this, any extra returns that the fund will earn. Besides, you also get tax benefits under section 80C and 10(100). Insurance 

So, invest today and be 0 quaranteed winner in life YOUR DREAMS. OUR COMMITMENT. 


[his policy is underwritten by Birla Sun Life Insurance (o Ltd. This ts a non participating unit linked plon. The investment risk in the investment portiolvo is borne by ! licyholder. The gremium poid in Unit Linked Lite Insurance policies are subject to investment risks assooated wilh 
capital markets and the NAVs of the units may go up or down based on the performance of the fund and foctors influe nang the capital market and the ensured 1s respons e for his ot her decrsion. Birla Sun Lite insurance t only the name of the Insurance Company and Hex Plans is only 
the nome of the unit linked life insurance contract ond does not in ony woy indicate the quality of the contrac, its future prospects or returns. For further details on che arges and mk factors, please refer to the detailed product brochure. "Contuc your tax consultant for actvol tox 
calculations. Insurance is the subject matter of the solicitation. Birla Sun Life Insurance Co. Lid, 6th floor, Vomon Center, Wakhwana Road, Marol, Andheri (E), Mumbai - 59 Reg. No. 109 YGC 1507/BSLI/06 ADV/12/06-07/1178 
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Quota Chaos at IITs, IIMs 


SHAILESH RAVAL 


า UTS, IIMS AND AIIMS HAVE 
always had a regimen they 
pride themselves on, and for good 
reason; they are, arguably, the 
toughest schools in the world to 
get into, and get out of, success- 
fully. But if you are a prospective 
student, be prepared to jostle for 
room, literally, if you do make it 
past the exam; and don’t blame 
the institutes for your woes. They 
have to implement the 27 per cent 
OBC quotas over the next three 
years. In order to ensure that there 
is no reduction in the number of 
general category seats, the gov- 
ernment has mandated a 54 per 
cent increase in the total number 
of seats. All the Ms will imple- 
ment the increase in a phased man- 
ner: 6 per cent in the first year, 30 
per cent in the second year and 18 
per cent in the third. But six 
months before the admissions 
process for the next session starts, 
the Centre is yet to clear their 
proposals for creating new infra- 
structure. Result: most of these 
institutes do not have room to 
house the additional students. 
Consider this: irr-Delhi, which 
has an annual budget of Rs 110 
crore and a combined student 
strength of 4,800, will see that 
number swell beyond 7,200 over 
the next three years. “We have 
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THE PRICE OF RESERVATIONS 


no room to accommodate such 
numbers,” says an institute offi- 
cial. “We’re located in the mid- 
dle of the city; increasing 
infrastructure (dormitories, can- 
teens, classrooms, technical res- 
ources, recreational facilities, etc.) 
will require a capital expenditure 
of Rs 800 crore, but we haven’t yet 
received any sanction from the 
government,” he adds. 

IIM-A, which faces a similar 
predicament, has, in anticipation 
of such shortages, reportedly begun 
renting flats in its vicinity. “We are 
planning to construct new facilities, 
but that will take at least two years. 
So, in the short term, we have little 
choice but to go in for private acc- 
ommodation,” says an official. 

“It will be a tight squeeze,” says 
Anindya Sen, Dean, tIM-C, which 
will see the number of seats swell 
from 300 to 463 in three years. It 
has already earmarked an invest- 
ment of Rs 50 crore from its own 
corpus to increase infrastructure. 

Prakash G. Apte, Director, IIM- 
B, however, is confident that the 
increase will pose no major chal- 
lenge. "Students of programmes 
such as executive education are not 
provided accommodation on cam- 
pus anyway, so there shouldn't be 
an issue of over-crowding at IIM-B, " 
he says. *We have enough spare 


capacity to house the additional 
students next year. Thereafter, we 
will build new hostel blocks on the 
campus itself." 

IIT Powai, which occupies 500 
acres of land and has a total on- 
campus student strength of 5,270, 
is considering setting up satellite 
campuses. “We’re discussing pro- 
posals with the governments of 
Goa, Gujarat and Maharashtra," 
says its spokesperson. 

Infrastructure woes aside, all 
institutes, without exception, are 
understaffed. “The present teacher- 
students ratio is 1:7; this may dec- 
line to 1:14. Is that the right app- 
roach (to higher education)?” 
laments Apte. HRD Ministry offi- 
cials were unavailable for com- 
ment on the issues. 

“IIM is a globally recognised 
brand and any controversy over 
something as simple as finding acc- 
ommodation could affect its brand 
equity," says Kris Laxmikanth, CEO, 
The Headhunters, a Bangalore- 
based HR Consultancy. 

The qualitative downgrading 
of India's finest institutes is obvi- 
ously a small price to pay in the 
eyes of those who value their vote 
banks more. 

AMAN MALIK, RITWIK 
MUKHERJEE & RAHUL 
SACHITANAND 





The focus of our latest innovation: 
A lighter and brighter future for 
your business. 






As a global leader in IT/networking integrated solutions, NEC is 
constantly looking for new ways to empower you through innovative 
business solutions. 


Our extensive know-how has inspired a new mobile projector that's 
the lightest and brightest" in its class anywhere in the world. 


These kinds of innovations keep us on the cutting edge of technology. 
And reinforce our reputation as a dependable partner in business. 


It's yet another instance of how NEC empowers people through 
innovation. 


www.nec.com/asia/ad 


V IT SERVICES AND SOFTWARE MOBILE/BROADBAND NETWORKING COMPUTERS SEMICONDUCTORS IMAGING AND DISPLAYS 


Tel: (011) 64541057 Fax: (011) 26207171 t 
Email: sales@necindia.in Empowered by Innovation 
*As of December 31, 2006 
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Are you getting 
what you paid for? 


What's the first thing you do when you land abroad? Buy a 
calling card, call home and say you have arrived safely. 


In most cases, you get less than what you pay for. You wonder 
how a card runs out so quickly. You think that the promised ten 
minutes is more like five minutes. And if you ever take the 
trouble to find out, you'll find that there are lots of charges in 
small type you never bother to read. 


Next time you travel abroad, buy a V-tel Card in India, in 
Rupees. Apart from saving you precious foreign currency, you 
get great voice quality, very attractive low call rates and no 
hidden charges. The V-tel card is valid in over 200 countries, so 
if you want to call during a stopover, just head for the nearest 
phone booth. What's more, the remaining value on your card 
does not lapse for six months. 


From now on, stick with V-tel. Its what the smart travelers carry, 
every time they head abroad. You can choose from a suite of 
options like a V-tel Card that is valid in over 200 countries or a 
V-tel Select Card that gives you access to the frequently traveled 
countries. 


v-tel 


World's Calling Card - 


N 14/4, DLF Phase II, Gurgaon, Haryana -122 002 
Phone: +91 124 4059393 or visit us at www.v-tel.com 
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Whither Cost Cutting 6 NEW PALACE ON 


RIME MINISTER MANMOHAN SINGH MAY WANT HIS MINISTERS TO 
Po out wasteful expenditure. Finance Minister P. Chidambaram 
may want his colleagues to cut down flab in their ministries. But their 
exhortations are obviously falling on deaf ears. Want proof? Just look 
at the number of retired bureaucrats, policemen, military officers and 
judges who continue to hold official positions long after they have 
demitted regular office (see Babus Don’t Retire). 

“Scores of positions are ‘created’ for the continued employment of 
retired IAS officers. For example, a recently-retired Agriculture 
Secretary is tipped to become Chairperson of the National Rainfed Area 
Development Authority (NRADA),” says a retired bureaucrat on condition 
of anonymity. T.S. Krishnamurthy, former Chief Election 
Commissioner, believes that 25 per cent of the strength of the central 
government can easily be sheared. “Several commissions have advised 
the government against indiscriminate rehabilitation of former pub- 
lic servants. But no one is listening. The lure of public offices after ret- 
irement is compromising the character of public servants. And huge 


BABUS DON T RETIRE 





พ G. Madhavan, an IAS fice othe 1967 batch, raires as Hayana ief S el st display its new market-savvy. 


ef Secretary on Buoyed by demand for its super lux- 
October 31, 2005, and joins as Chief Information Commissioner of the state the next day Y ury Palace on Wheels, the Railways 


m Pratyush Sinha, an IAS officer of the 1969 batch, retires as Secretary, Department of is all launch si AER 
Personnel and Training, in July 2006, and is made Central Viglance Commissioner i a cte anii sciri 
September 2006 year. The first train will ply from 
m Labanyendu Mansingh, an IAS officer of the 1970 batch, retires as Secretary, Ba ngalore and touch Mysore, 
Consumer Affairs, in November 2006, and emerges in January 2007 as the lead Hassan, Hospet, Hubli, Humpi and 





candidate for the post of Petroleum regulator Goa. Then, it is planning another 
Palace on Wheels for Rajasthan, 
ล ma er ew e james e sts HORT  — that's different from th 
"oet Aot a dm ° | one followed by the first. Other such 
| trains are planned or tours of Punjab 
and the four southern states. The 
amounts of wasteful expenditure is being incurred on them,” he says. Railways is also. planning another 


The P.C. Hota Committee on Civil Services Reforms says: “We rec- such train connecting India's top 10 
eived overwhelming evidence that the temptation of post-retirement tourist destinations. Since they are 
assignments under government/statutory/constitutional authorities targeted mainly at foreign. tourists, - 
has made senior civil servants servile and pliable." T.S.R. Subramanian, the dollar-denominated fares are a 





former Cabinet Secretary, says there are any number of government fairly stee Te $400 (Rs. 18, 000) per 
bodies, tribunals and commissions that have no reason to exist. day fora pay 4 i 
“Bodies like CAT, BIFR, AAIFR have become self-perpetuating mechanisms. IRCTC (India Railway Catering 
Commissions like the Liberhan panel (probing the Ayodhya episode) and Tourism Corporation) i is also” 
are still going strong after 13 years,” he adds. considering a p propos; al by The Oberoi 





The irony couldn’t be more stark. While retired mandarins continue Group of Hotels to run and manage 
to enjoy cushy sinecures—complete with bungalows, official cars P. third. luxury tourist train for 
and other bells and whistles of high office; it has been estimated that Rajasthan. “With a six-month wait- 
each of these retired officials costs the goverment a minimum of Rs 1 ing fist for the Palace on Wheels, 
lakh a month—middle level bureaucrats complain of career stagnation there is scope for more such trains,” 
and shortage of housing and other facilities. But does anyone care? Says P. K. Goel, MD, RCT C | 

KAPIL BAJAJ | PALLAVI SRIVASTAVA 
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HEMANT CHAWLA 





Gujarat Rakes it in 


IT IS RAINING INVESTMENTS IN 
Gujarat and the Vibrant Gujarat 
Global Investors Summit 2007 
merely confirmed that. The state 
has received investment commit- 
ments of Rs 4.5 lakh crore from 
some of the biggest names in 
Corporate India and importantly, 
the investments will be spread 
across a medley of sectors ranging 
from SEZs, textiles, engineering 
and energy. According to conser- 


vative estimates, a million jobs will 
be created in the process. Says Anil 
Ambani, Chairman, R-ADAG: 
“Gujarat is among the most ex- 
citing growth stories unfolding 
anywhere in India and perhaps 
even in the world.” But the most 
telling comment came from Tata 
Group Chairman Ratan Tata. “You 
have to be stupid to not invest in 
Gujarat,” he said. 

KRISHNA GOPALAN 


THE VIBRANT GUJARAT BONANZA 


COMPANY/GROUP 


DETAILS OF THE PROJECT 


INVESTMENT 





Bonanza Likely for Scientists 
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T's NOW COMPLETELY UP TO FINANCE 
Minister P. Chidambaram to incentivise 
and motivate scientists working at govern- 
ment institutions and laboratories. Science 
& Technology Minister Kapil Sibal (left) has 
recommended that scientists who develop 
new technologies or products be granted a 
minimum of 30 per cent of the royalties 
that come from their commercialisation. 
"This is necessary to encourage the 
commercialisation of genuine innovations. 
It will provide a fillip to Indian exports and 
domestic production and reward scien- 
tists,” says Sibal, who proposes to bring in 
legislation similar to the Bayh-Dole Act 
of The Untied States to bring about this 
change. Will the FM play ball? 


AMIT MUKHERJEE 


GURU AKA 





CE FILMMAKER MANI RATNAM MAY 
turn blue in the face denying 
that his latest movie, Guru, is not 
based on the life of the late Reliance 
founder Dhirubhai Ambani, but the 


opening sequence leaves little to 


imagination. The movie opens with 
industrialist Gurukant Desai aka 
Gurubhai (sounds 





familiar?) taking a walk 
down memory lane, even as he waits 
for his company’s shareholders’ 
meeting to begin. The location: a 
cricket stadium in Mumbai that 
Dhirubhai Ambani himself used to 
hold annual general meetings in. 
Even before its release on January 
12, the movie generated a lot of heat 
about the plot closely following 
Ambani’s life. The film industry and 
the corporate grapevine was abuzz 


with rumours that the late patriarch's 


elder son and Reliance Industries 
Chairman Mukesh Ambani had 
wanted a sneak preview of the movie 
before it hit the screens. Whether 
that happened or not is anybody's 


guess. Reliance officials declined to 


comment. However, Mukesh's es- 
tranged sibling and R-ADAG Chairman 
Anil Ambani, who owns Adlabs, may 
not have any great objection to the 
movie. In fact, many see Adlabs pick- 
ing up the distribution rights of Guru 
for the Delhi, Punjab and Uttar 
Pradesh territories as his indifference 
to, if not approval for, the movie. 
T.V. MAHALINGAM 


FLY HIGH WITH VISA. 
Get up to 15% Cash Back on Jet Airways. 





Visa and makemytrip.com present a most exclusive offer* on Jet Airways for 
Visa Platinum and Gold Cardholders. 


All you need to do is book your Jet Airways tickets on www.makemytrip.com, pay with your Visa Platinum or Gold Card, 
and get 15% cash back on Visa Platinum and 10% cash back on Visa Gold Cards - on every ticket, every time, across any 
domestic sector Jet Airways flies to! This unique offer is available up to May 31, 2007. So log on to www.makemytrip.com, 


book now, and savour this magical experience. 


make Ml sp VISA 


wish» click» go THE JOY OF FLYING All it takes. 





Get 7% cash back on all other Visa Cards 


* Terms and Conditions apply. Cash back on base fare only (taxes and fuel surcharge extra). For more details, log on to www m ikemytrip.com 


Please check with your bank if your Visa Debit Card has been activated for Internet purchase 


R K SWAMY BBDO VISA 15711 
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What is it? After three decades (and one failed attempt in the early 90s) Air-India 
is getting a livery update. Purists, who feel the airline has one of the world's clas- 
sic airline colour schemes, needn't be aghast since it is a minor upgrade (less red, 
more white and individual windows continue to have the "palace" motif), but it 
brings Air-India's Centaur back on to the plane and introduces a dash of gold! 


Who did it? Netherland-based design house Lila Design. 


When do we see it? The first of Air-India's new 777-200LRs (VT-ALA) sched- 
uled for delivery in mid-February is sitting with the new colours at Boeing's 
factory near Seattle while its new interiors (including an audio-video on de- 
mand system) get fitted out! 


KUSHAN MITRA 
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-Everyone’s favourite award winner 
brings you its impressive range of AlOs. 


= 66 Inour 12 years of testing products, BERTL has 
. never had a bad experience with a Panasonic 
_ machine. Indeed, the feedback we have received 
year after year from product resellers and end-users 

has supported our own lab experiences. 5 


Carmel Rowley, CEO, BERTL 





KX-FLB852CX 7-in-1 0 


MRP: Rs. 20,999 The versatile ultra-performer for all your office processing demands 
Kil Flexible 3-Bin Sorter 


Unique 3-bin flexible sorter allows for versatile sorting capabilities such as allocating individual trays for specific groups or 
separate functions 


EJ Flatbed Colour Scanner 


600 x 600 dpi resolution scanning with 50-Sheet Automatic Document Feeder translates to huge time savings and increased efficiency 


EJ High Speed Printing 


Network capable High Speed 18 ppm printing allows your entire office to print to the same printer — and do it quickly 


[ พ พ ล เณ ห ย ท ศา ย 
ure: ps. 19,999 — 


The compact multifunction workhorse that meets your office needs 


El Multi-purpose Tray 
Output tray for all your copy, print, fax and scan jobs, this single tray model conserves 
valuable office space 


Multi-Function Station Software 


PC fax allows users to send a computer documents as a fax message. 


Device Monitor 


| Know the status of your AIO without leaving your PC 
BERTL bm for Rust a End-user Gold Award (2005) e ° BERTL Ease of Use - Reseller Platinum Award (2005) 


m CALL ANY OF OUR AUTHORISED DEALERS TODAY! 


DISTRIBUTORS: MUMBAI: LASER TELESYSTEMS 4022) 26664440, 9820147950 | AMMEDABAD: THIRDWAVE TECHNOLOGIES 9825035060, 33280351 23 teune: PELICAN TELECOM (020) 25536900 HHROPAL: CASYON 9828667848, 
9826687036 | HELKI UNIFAX SYSTEMS (011) 26251777, 9811208586 | CHANDIGARH: OFFICE PLUS LTD (0172) 2709266, 9888444666 [ JAIPUR: TARGET ELECTROMARKETING 9829067707 EGAXIARAD: KAUSHIK COMMUNICATION 
9412219364 | GURBAON: CITY TRADE | LINK 9810020125, 9810167968 | KOLKATA: TRANSCON ELECTRONICS (033) 22434913, 9830611240. BANGALORE: MICRO DATA PRODUCTS 9243444402, 9243116777 E HYDERABAD: DEVI 
(040) 23735050, 0848033278 | CHENNAL ICON OFFICE EQUIPMENTS 0894664890, 9840087873 1 COCHIN: AMICUS COMMUNICATION (0484) 2347563, 9547785856 


5 
PANASONIC ASIA PACIFIC PTE LTD. 2 
RM WEST: a.dholeQnpl.panasonic.co.in 3 RM NORTH: a.madan@npi panasonic.co.in [ RM EAST: p.bhattacharyyaGnpl.panasonic.co.in | RM SOUTH: a.dinesh@npi.panasonic.co.in ] BUSINESS HEAD: a.sarode@npi.panasonic.co.n 3 
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P-WATCH 


A bird’s eye view of what's hot and what's 


not on the government’s policy radar. 





SEZ POLICY UNDER REVIEW 
MASS PROTESTS CRANK THE GOVERNMENT 
Moderation, at Last! policy machinery like nothing else. The 
» Chiral ค ห กก SE te. IT ond protests in Nandigram and elsewhere in 
will hat the country over the SEZ policy have 
moved the government to make it more 
amenable and acceptable. For one, sec- 
tor-wise caps on SEZs may be in place 
soon, a move that is aimed primarily at 
limiting the number of IT and pharma 
sector SEZs. Also, sector-specific SEZs may be allowed to come up only on 
contiguous vacant (and not built up) land. In addition to this, existing 
ports may not be allowed to be converted into SEZs. This will force corpo- 
rates to set up their own port facilities. The ostensible intention: enhance 
the port infrastructure in the country. Clearly, investment opportunities 
are aplenty. 
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AMAN MALIK 


POWER PSU COMPANIES TO HIT THE MARKET 
THE GOVERNMENT IS MULLING A PROPOSAL TO DIVEST UP TO 5 PER CENT OF ITS 
stake in three public sector power companies, namely, Power Grid 
Corporation (PGCIL), Rural Electrification Corporation (REC) and the 
National Hydroelectric Power Corporation (NHPC). The IPO for PGCIL and 
REC was approved by the Cabinet in November last year, while that for NHPC 
was approved in December. What makes the process smoother is that the 
Law Ministry is of the view that no Parliamentary approval is required. The 
pace of public offerings in the power sector is as tardy as sector reform 
itself—in November last year, government had turned down a proposal to 
divest 5 per cent in Power Finance Corporation following opposition from 
the Left parties. Later though, PFC was given the go ahead. Hopefully, the 
government will blink this time around. 

AMAN MALIK 


FUNDING FOR OVERSEAS M&A SETTO EASE 
WHILE INDIA INC.'S APPETITE FOR FOREIGN ACQUISITIONS HAS VAULTED IN THE 
recent past, funding norms have not kept up with the times. As a result, 
Indian companies are forced to borrow heavily from the international mar- 
kets, relying less on their parent companies that can leverage the domestic 
markets and deliver cheaper funds. The Reserve Bank of India is now plan- 
ning to relax the prevailing lending norms to ease this situation. RBI plans to 
allow corporates to lend 200 per cent of their net worth to overseas step- 
down subsidiaries, ventures promoted by the holding company of the Indian 
subsidiary. At present, Indian firms can lend only to direct subsidiaries for 
M&A activity. RBI's move will enable the step-down subsidiary to not only 
leverage the balance sheet of the holding company but also the Indian corpo- 
rate. What it also means is that the Indian banking sector can look forward 
to more business. Who says the colour of money does not matter? 

BALAJI CHANDRAMOULI 
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Lifting: Infrastructure efforts 


WITH INFLATION RECORDING A 
two-year high of 6 per cent 
early this month, the political 


sumption products like basic 
food articles have risen. 
While Finance Minister 
P. Chidambaram's plea to 
the market to desist from 
raising prices will carry 


weight, a possible increase in 


interest rates by the RBI is 
not ruled out. On the policy 
front, reduction in duties is 
also a possibility. Or, a mix 
of all three options! 

BALAJI CHANDRAMOULI 





LONG-TERM MONEY 


WITH THE GOVERNMENT 
ushering in policy moves 
for greater private sector 
participation in infrastruc- 
ture, the need for long- 
term funds could not get 


more critical. The Finance 


Ministry is planning to dip 
into the foreign exchange 
reserves and float a $10 
billion (Rs 45,000 crore) 
special purpose vehicle for 
this purpose. The lure of 
easy funding surely helps. 


BALAJI CHANDRAMOULI - 
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New Fund Offer of Scheme-I closes on 15th Feb 2007 TATA ` 
MUTUAI 


Unit at Rs. 10/- each. | FUND 
Kar lo TATA SIP Fund ka met 
chahe market up ho ya dow 
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_ `The Scheme aims to miniimise risk associated with a volatile 


Tata SIP Fund (TSIPF) is a 36 months close ended hybrid scheme. It is based 
on the well-known & widely understood Systematic Investment Plan concept 
with a convenient difference in the method of investing. The Tata SIP Fund, 
invites a lump sum subscription amount during the NFO which will initially be 





invested in debt & money market instruments. These funds will then be 


systematically transferred to equities over the close-ended period of 36 months. A 36 months close ended hybrid scheme 


—  Q91-800-22-0101 SMS: 'TMF'to 7575 E-mail: kiran@tataamc.com Website: www.tatamutualfund.com | 








8 and Investment Objective: Tata SIP Fund Scheme I: A 36 months close ended hybrid scheme. At the end of 36 months, investors in the fund have the option of switching to Tata Pure Equity Fund without any Entry 
dale at Rs. 10/- per unit for cash at face value during the New Fund Offer. The primary investment objective of the scheme is to achieve a long term growth. The scheme seeks to achieve investment objective by investing 
tatically in the Equity /Equity related instruments. Tata Pure Equity Fund: An open ended equity fund To provide income distribution and/or medium to long term capital gains while at all times emphasising 
portance of capital appreciation. Minimum Investment Amount: Rs. 5000 and in multiples of Re. 1 thereafter. Investment Pattern : Year 1 acies related instruments: 0-35%, Debt and Money Market 
nents: 65% - 100%, Year 2- Equity /Equity related instruments : 30-70% Debt and money market instruments : 30- 70%, Year 3 - Equity/Equity related instruments : 65% - 100%, Debt and money market instruments : 0% - 
Two Options for Investment: Dividend Option and Growth Option Applicable Load Structure & Repurchase facility: Exit Load: Nil NAV publication once every week Repurchase facility: First Wednesday 
y month (immediately next business day if such Wednesday is a Holiday). New Fund Offer Expenses not exceeding 6% of the amount mobilized will be charged to the Scheme and shall be amortised over a close 
period, In case of redemption before expiry of close ended period, proportionate unamortized NFO expenses will be recovered from the redemption proceeds of the investors. Investors are urged to study the terms of the 
arefully and to consult their tax advisor at the time of investment and / or redemption of units in the fund. Statutory Details : Constitution : Tata Mutual Fund (TMF) has been set up as a Trust under the Indian Trust Act 1882 
tors: Tata Sons Limited and Tata Investment Corporation Limited. Trustee: Tata Trustee Company Pst. Ltd. Investment Manager : Tata Asse! Management Ltd. For other scheme specific risk factors and other details 
read the Offer Document carefully before investing. Risk Factors: All investment in Mutual Funds and securities are subject to market risks and there is no assurance or guarantee that the objectives of the Scheme will be 
ed. As with the investment in stocks, shares and securities, the NAV of the Scheme can go up or down depending on factors and forces affecting the Capital Market. Past performance of the previous schemes, the 

roup affiliates are not indicative of and do not guarantee of future performance of the Scheme. The Sponsors are not responsible or liable for any loss resulting from the operation of the Scheme beyond the initial contribution 
| lac made by them towards seting up the Mutual Fund. Investors in the scheme are not being offered any guaranteed or assured rate of retum. Tata SIP Fund Scheme-I and Tata Pure Equity Fund are only the names of the 
es and do not in any manner indicate either the quality of the schemes, future prospects or returns. Investment in fixed income securities are subject to interest rate risk, credit risk and liquidity risk Derivatives are highly 
jed instruments and can provide disproportionate gains as well as disproportionate losses to the investors. The risks associated with the use of derivatives are different from or possibly greater than the risk associated with 
ng directly in securities and other traditional investments. Information about Income Tax treatment mentioned in the offer document is based on the prevailing tax laws and interpretation given by Fund's tax advisor. It may be 
ted differently by tax authorities. Investors are advised to consult their tax advisor respect to the specific tax implications arising by investing in the scheme. Copy of offer document and key information memorandum along 
plication form may be obtained from the office of Tata Mutual Fund, Fort House, 221. Dr. D. N. Road, Mumbai 400 001 or at your nearest collection centres. 
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HP ALEIN-ONES. PRINT. SCAN. COPY. 


Tackle bigger projects with an HP All-in-One's integrated printing, scanning and copying. It delivers 
tast, efficient printing, without compromising quality. That's because original HP ink cartridges are 
designed to save ink, plus ensure consistent, best quality output with razor-sharp black text and 
vibrant colours page after page. What's more, its compact design packs in convenient, one-touch 
buttons, and other powerful features, including HP Photosmart Express Software, high-definition 


colour scanning and optional 6-ink printing. In short, just what you need to achieve your ambitions. 


EASY 

HP Deskjet F380 

All-in-One 

Print, Scan, Copy 

Do more with the 

All-in-One by printing, 
scanning and copying with 
the ease of one-touch buttons. 


CONVENIENT 

Rs. 4,999" HP Photosmart C3188 

Get an additional Original All-in-One 

HP Black Inkjet Print Print, Scan, Copy 

Cartridge worth Rs. 700*!, Print brilliant photos directly 
through memory card slots, and 
also scan and copy. 


Rs. 5,999” VERSATILE 


Get an additional Original HP HP Photosmart C4188 
Colour Inkjet Print Cartridge All-in-One 
worth Rs. 1,000**, Print, Scan, Copy 


Share, view, edit and print photos 
with a 2.4-inch image display and 
also scan and copy. 


Rs. 7,999^ 


Get an additional Original HP 
Black and Colour Inkjet Print 
Cartridge set worth Rs. 1,700". 


©D| 


invent 


Ask tor HP Care Pack to extend warranty. ‘Estimated street price, taxes extra. "Conditions apply. Limited period offer. Offer valid till stocks last, Offer open to end customer 
Offers based on redemption. To redeem offer customers need to log on to: www.hp.convin/orinterpromo 'Get one HP 21 black cartridge. "Get one HP 854 colour cartridg 


cartridges. © 2007 Hewlett Packard Development Company, L.P 
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ARUN SARIN 


. Vodafone's Sarin: Desperate for an Indian foothold ` 
| HE BATTLE FOR HUTCHISON ESSAR (HEL) COULD BE 
T s CEO Arun Sarin's toughest battle 

Ẹ ever. India is a market that Vodafone 
desperately needs a strong foothold in. Its pres- 
ence in India is restricted to a 10 per cent holding in 
Bharti Airtel that it acquired in 2005. Increasing that 
holding does not look easy, which explains Vodafone's 
interest in HEL. But already, there are murmurs 
among Vodafone shareholders that the asking price 
of $20 billion (Rs 90,000 crore) is too high. “Sarin is 
a rational bidder and is never known to bid in a 
hurry,” says a Mumbai-based investment banker. 

For Sarin, 52, an alumnus of IIT Kharagpur, 


who took over his current position at the world’s 


largest mobile phone company in 2003, the last few 
years have been packed with action and controversy. 
He came close to acquiring AT&T Wireless, which 
finally went Cingular's way. Then, late last year, he 
sold his company's 25 per cent holding in Swisscom 
and also spoke of focussing on emerging markets. 
. Worryingly, he has been under fire from Vodafone's 
shareholders for an indifferent performance in 2006 
—a loss of £21.8 billion (Rs 1,89,660 crore) on 
revenues of £29.3 billion (Rs 2,54,910 crore). 
Vodafone has over 190 million subscribers globally 
but its presence in Asia is restricted to a 3.3 per cent 
holding in China Mobile and the stake in Bharti. His 
problem: the mature markets have a cellphone 
penetration level of about 90 per cent; this gives him 
very little headroom for growth. Clearly then, HEL is 
critical for Sarin. With a subscriber base of over 
23 million and a presence in 16 cellular circles, HEL 
will put Vodafone back on the growth path. Given 
that India is the world's fastest growing mobile tele- 
C A, SOAR eee ee NUES 
needs to face his detractors with confider 
KRISHNA GOPALAN 
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NUMBERS OF NOTE 


1 4 million: The number of people of Indian 
descent who live in Britain 


Rs 26,000 crore: The amount that 25 lakh 


NRIs from Kerala pump into the country's economy 
every year 


Rs 4,000 crore: The estimated size of the 
fake medicine market in the country, according to 
Assocham. This is almost 20 per cent of the total 
market for pharmaceuticals in India 


1 0- 1 5 million: The number of jobs the Indian retail 
sector is expected to generate over the next five years 


0.37 per cent: Percentage of Indian GDP spent on 
higher education, compared to 1.41 per cent in the 
US, 1.07 per cent in the UK and 0.5 per cent in China 


$9 billion (Rs 40,500 crore): Net FDI (foreign 
direct investment) flows as per BoP (Balance of 
Payment) projections for 2006-07. It was $7.75 
billion (Rs 34,875 crore) in 2005-06 


$63 billion (Rs 2,83,500 crore): The record FDI 
investment that China drew in 2006 


$ 1 1 billion (Rs 49,500 crore): The total value of 
the Indian wedding industry, which is growing annu- 
ally at 25 per cent 


5,664. The number of women in India who 
have passed the Common Proficiency Test (CPT), 
the entry-level examination in the series to become 
a chartered accountant, till date 


$100 billion (Rs 4.5 lakh crore): Total valuation 
of India's telecom sector. The turbo-charged industry 
contributes 13 per cent to India's GDP figures 


$ 1 00,000 (Rs 45 lakh): Value of the jewel- 


studded soft-drink can that Pepsi will give away to a 
lucky fan during the Super Bowl 
XLI halftime show. The design for 
the sterling-silver can encrusted 
with 300 diamonds, 100 
sapphires and 100 rubies was 
inspired by past Super Bowl 
rings, as well as by the Vince 
Lombardi Trophy for the 
winning Super Bowl team 
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ARE COMPANIES GETTING BETTER AT M&A? 1:29" nner and acquistion (MAA) actvi appears t be 


Corporate marriages are on the rise... 


4.0 
32 33 
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1995 96 ‘97 ‘98 '99 2000 01 '02 '03 ‘04 '05 2006 
Figures are value of announced M&A deals, $ trillion 
Private equity Corporate 
Includes announced deals (not withdrawn) > $25 million in value; 
data as on December 11, 2006 
Source: Dealogic; McKinsey analysis 


..Creating More Values 
Average 


Previous M&A boom Current M&A boom 1997-05 


1997 — '98 9 2000 01 02 i 04 05 00 


1 


| Number of deals Pure cash deals Total DVA ไพ พ Pure stock deals 

Figures are average deal value added (DVA) in per cent 

For M&A deals Involving publicly traded companies: DVA defined as combined (acquirer and target) change in market 
capitalisation, adjusted for market movements, from two days prior to two days after announcement, as % of transaction 


value; data as on December 11, 2006 Source: Dealogic; McKinsey analysis 








Quality of plastics and finish, though better than that 
of other Tata vehicles, can do with improvement; wood 


finish on centre console looks particularly tacky 


Extra length means manoeuvrability has paid a price 


Ride quality is decent but definitely not limo-like! 


RE me 





With announced merger activity approaching $4 trillion globally in the 


first 11 months of 2006, the year has already surpassed the record 


levels set in 2000. The earlier boom was known not only for the number 
of deals completed but also for the lack of discipline and the number 


of deals that destroyed value for shareholders of the acquiring 
companies. Are shareholders doing any better this time around? 


Nearly 1,000 global mergers and acquisitions from 1997 to 2006 were 
considered; share prices two days before and two days after each deal 
was announced were reviewed in order to assess the financial markets’ 
initial reaction to the deals. Academic research has found a positive 


correlation between these so-called announcement effects and long- 
run value creation, so in the aggregate, announcement effects are 
useful in assessing trends in the ability of M&A to create value. 


The greater share of cash deals during the present boom partially 
explains the market's more favourable reactions. Even when those 


reactions were compared on a like-for-like basis, both cash and stock 


deals did better in the current boom. 











“We constitute one-sixth of the global 
population and the transformation that 

we do to one-sixth of the world will benefit 
other countries also” 


President of India, in The Indian Express 


“If you don’t have video and audio and lots 
of pictures on your blog, it’s very 2005” 

Weil, a corporate blogging consultant and the author of The 
Corporate Blogging Book, in BusinessWeek 


"[ndia is a country where they've done so 
much wrong in the last 45 years. Yet, despite 
all that, there's so much that is good going on 
that if they just get it right, the opportunities 
(will be) fabulous in 25 years" 


|, Managing Director, Krilacon Group, an 
investment firm based in New York and Philadelphia, in Forbes 


"The main problem in this country is that we 
don't trust anyone. We also don't hire the right 
person for the right job" 


, MD, Delhi Metro Rail Corporation, in The Indian Express 


“A society dependent on agriculture is a sign 
of backwardness" 
| leb Bhat , Chief Minister of West Bengal, in DNA 


“I am unfortunately a person who has often 
said, you put a gun to my head and pull the 
trigger or take the gun away, I won't move 
my head” 

Rat ta, Chairman, Tata Group, on the controversy over the Tata's 


“People’s Car” project in Singur, West Bengal, in The Hindustan Times 


“If we don’t pull together, we will be swallowed 
up by China, India and globalisation. But we 
can’t turn things around overnight” 

| , Secretary-General, ASEAN, in The Times 


“I love democracy. A liberal society has to be 
founded not only on law and order but a 
prosperous economy” 


;, Chairman, Hutchison Whampoa, in Forbes 


6 š > ; . x 

“If you're a good fundraiser ... Google is 
, n ZU 

going to be at the top of your list 

j | | | Policy Director at the Campaign Legal Center, 

explaining bow Google has given thousands in political contributions to 

some of the most conservative members of Congress, tempering its image 

as a bastion of liberal campaign money, in USAToday.com 
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bt noted 


"" ANNOUNCED: By 
Kingfisher Airlines, 
a partnership deal 
| with Toyota Motor- 
sport GmbH to enter 
the high-profile 
Formula 1 circuit. 
With this two-year deal, Kingfisher 
Airlines will become an official partner 
for the Toyota Racing Team. 





BAGGED: By the Taj Group of hotels, 
the deal to renovate and run Delhi- 
based budget hotel Rail Yatri Niwas on 
a 15-year lease. The group will add 
food courts within the complex and 
run the hotel under the banner of its 
budget brand Ginger. The hotel will 
be closed for renovations. 


ANNOUNCED: By GSM mobile te- 
lephony operators, the launch of mobile 
instant messaging (MIM) services. 
Operators such as BSNL, MTNL, Bharti 
Airtel, Hutchison Essar, Idea, Aircel, 
Reliance Telecom and Spice are 
expected to commercially launch this 
service soon. Initially, MIM will be 
offered only in English. The compa- 
nies are working on expanding the 
number of languages in which this 
service will be offered. 


RECORDED: By India's advertising 
industry, a growth of 23.4 per cent 


in 2006, the highest in 10 years. 
According to monitoring agency TAM 
Media Research, the industry closed the 
year with Rs 16,300 crore in revenues 
against Rs 13,200 crore in 2005 (Rs 
11,800 crore in 2004). Radio, internet 
and the print media have posted the 
fastest growth in ad revenues in 2006, 
with 58 per cent, 52 per cent and 24 
per cent growth, respectively. 


INKED: By Stanford University and 
IIM Bangalore, an agreement for a 
student exchange programme. Under 
this, IIM Bangalore will send 16 stu- 
dents to Stanford University's Graduate 
School of Business. The exchange pro- 
gramme is expected to cost students 
between $1,800-2,000 (Rs 81,000- 
90,000). Reliance boss Mukesh 
Ambani has offered to pay three-fourths 
of the students' travel costs. 


RAISED: By the 
Ambani family, the 
promoter group 
shareholding in 
India's biggest pri- 
vate sector com- 
pany, Reliance 
Industries, to over 50 per cent. Their 
stake in RIL stands at 50.62 per cent 
at the end of December, 2006, up 
from 49.92 per cent at the end of the 
September quarter. 





Expensive Cities for Offices 


Delhi & Mumbai feature among the 10 most expensive cities in the Asia Pacific 


Hong Kong 1 | 
" 
Tokyo (Central 5 wards) 2 
1 
Seoul 3 | 


Mumbai 4 | 


Tokyo (outer wards) 5 | 


Brisbane 6 3 

Sydney 7 | 

New Delhi 8 

Singapore 9 l: 

Shanghai (Pudong) 10] 
3,680 


Bangalore 23 


Figures in $ per workstation per annum 
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bt vital signs 


T H E BT 5 O prin te -— os deh d India, the 





INDEX ne ฑ์ China and Singapore taking the top four positions, according to a recent 
rant Thornton report. 
Markets defy law of gravity. E Riek hoe pee 
BT 50 Balance of optimism vs Shift in distribution of world 
pessimism over next 12 months economic growth 
511.18 UU CENE ว จ ระ "ชะ ร ส ธา The contribution of China and India to world 
351.33 | economic growth continues to increase. 





Deutsche Bank expects China to contribute 
about 30 per cent and India 10 per cent to 
global growth in 2007. 
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B WAY POWERED INTEGRATED DVD UNMATCHED REAR LEGROOM CAR PHONE WITH REAR AC WITH 
FRONT SEATS ENTERTAINMENT SYSTEM & SEAT INCLINE WIRELESS COMMUNICATION INTERFACE SEPARATE CONTROLS 


WE'VE STRETCHED OUR BODY, SO THAT YOU CAN STRETCH YOURS. 
PRESENTING THE NEW INDIGO XL. THE XCLUSIVE LOUNGE. 


The new long wheelbase Indigo XL epitomises luxury travel. Sink into the soft leather seats and experience legroom unrivalled by any other 
car in the country. Enjoy the latest movie while you relax, or simply unwind over a cold drink from the chiller box, close at hand. Catch 
up with colleagues or conduct meetings over the car speakers, The internet too, is at your ready disposal. Choose between two new 
advanced engines - a 4 valves per cylinder, refined 101 PS petrol or the silent, high torque 70 PS DICOR common rail diesel. The new 
Indigo XL. It's your very own lounge on wheels. See it to believe it. 
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Visit us at indigoxl.tatamotors.com For assistance or queries on our passenger car range, call our toll-free number: 1800-225552. Test drive the Indigo XL and place orders at: NEW DELHI: A 
Motors Ph:41514700-05/41679556-63/25922222, Mr. Rajeev 9511203052, Mr. Neeraj 9818515044, Mr. Ramesh 9910226372 Him Motors Pvt. Ltd., Peeragarhi Ph:25487001-9, Mr. 
9891144553, Patparganj Industrial Area Ph: 22157131-35, Mr. Srivastav 9312262705, Pawa Motors Ph:27376163-64, Mr. Deepak 9871699504, Mr. Kapil 9871699501, Sanya Mc 
Ph:24654111/4010/26372031-39/28116051-58 , Mr. Manish 9810508575, Mr. Resham 9212723707, Mr. Wadhwa Ph: 9811133545. CHENNAI: Concorde Motors Ltd. Ph:22354014-16/22301 
Mr. Shanmugam 9841428866, Mr. Thiyagaraj 9841666801, Manipal Automobiles Ph:23651732/0801/0802/0803, VST Motors Ph:28602485/28606038/65850747/26213704. MUMBAI: Tata Mi 
Corporate Showroom Prabhadevi Ph:66661700. Fortune Cars Thane Ph:56214400-04, Powai Ph: 28478282-87, Nerul Ph: 65122454/64511960-940, Mr. Anup 9223327104, Mr Rajan 9223303 
Han Motors (I) Pvt. Ltd. Andheri Ph:66921187-90, Khar Ph:65568214/18, Mr. Ganesh 9223337877, Mr. Gautam 9223350720. Om Sai Motors Kandivali Ph:28663737/3802, Mr. Ghare 9820915 
Wasan Motors Chembur Ph:25237070/71/72/73/74/75/76/77, Borivali Ph:28706000, Marine Lines Ph: 22055050, Mr. Rajendra 9819989464, Mr. Rohit 9833630999. Shaman Automo 
Prabhadevi Ph:24228686/8787, Mr. Ravi 9821967002, Mr. Zahid 9821967014. BANGALORE: Concorde Motors (India) Ltd. Ph:66678200/202/203, Mr. Abdul 9845291474, Mr. Imran 9980013 
Manipal Motors - KR Road Ph:41663222, Mr. Kalyan 9845238682, Sankey Road Ph:23565222/23/24/9880766669, Mr. Pradeep 9845191992, Prerana Motors Ph 51270300/41248288/4124922 
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Naveen 9845488233, Mr. Kiran 9900116540. KOLKATTA: Lexus Motors Ph:22809460/61/62, Ms. Sangita 9831062105, Mr. Dipesh 9831517712, K.B. Motors Pvt. Ltd 
24864004/24865744, Mr. Latif 9830005521, Mr. Baptish 9830201433, R.D. Motors - VIP Road Ph:25006580/81, Mr. Debjit 9830951121, Mr. Sugato 9830917037, Agarpada Ph 
230597/0877, Mr. Sarubh 9433276093, Mr. Patrick 9830553349. HYDERABAD/SECUNDERABAD: Concorde Motors Ltd. Ph:66662700/3010, Mr. Srikanth 9866550713, Mr. Vishnu 
66995953, Malik Cars - Banjara Hills Ph: 23303752/27651100, Himmayat Nagar Ph: 27655555/27656666/27651122/27651100, Mr. Sandeep 9866276000, Mr. Kiran 9849587575 
tofin Ltd., Secunderabad Ph:27847112-3-4/66263030-3040, Malakpet Ph:66255199/66263030, Mr. Srinivas 9849815266, Mr. Deena 9246227811. CHANDIGARH: Hind Motors 
2658905, Mr. Dhiraj 9814465631, Mr. Sanjay 9815214500, Joshi Autozone Ph: 5050000 , Mr. Naveen 9876502109, Mr. Naresh 9876502127. PUNE: B U Bhandari Auto Ltd 
25673554/55/56/25811141/42, Mr. Santosh 9822057057, Mr. Avinash 9822050087, Pandit Automotive Ltd. Ph: 24440608/0741/27425738-41, Mr Amol 9371198902, Mr. Omkar 
22404481. AHMEDABAD: Cargo Motors Ltd. Ph:26872944/2318/2944, Mr. Sunil 9825033616, Mr. Kunal 9925236870, Swati Autolink Ltd. Ph:27552406/07/08, Mr. Paratik 9824444105, 
' Kalpan 9824444104, Universalaspi Motors Ph: Mr. Ganesh 9376464551, Mr. Jollit 937646552 


Accessories shown are not part of standard equipment 
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Second Time Lucky? 








DLF's revised bid for an IPO is high on ambition. SHALINI S. DAGAR 


DLF supremo K.P. 
Singh: Pr 





ARLIER IN JANUARY, WHEN 
DLF filed a revised draft 
prospectus with the 
Securities & Exchange 
Board of India (SEBI) for 
its proposed initial public offer (IPO) 
of over Rs 10,000 crore, it wasn’t 
accompanied by too much of 
hype—at least not as much as was 
generated when the real estate dev- 
eloper first unveiled its IPO plans 
last summer. In June it had filed a 
draft prospectus for an issue of over 
Rs 13,600 crore. The company, 
however, had to withdraw the issue 
following litigation with minority 
shareholders, who are a legacy from 
its earlier listed avatar. 

The hype may have been miss- 
ing, there may be a few changes 
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NOW AND THEN 


in the prospectus (see Now And 
Then), but the ambitious targets 
are still intact. Though company 
officials and bankers are tight-lipped 
about the expected valuation, the 
buzz in the market is that the com- 
pany is targeting a valuation of 
$23-25 billion (Rs 1.035 lakh-1.125 
lakh crore) post a 10 per cent di- 
lution. DLF’s current asking price 
seems to be a 15-20 per cent pre- 
mium over the net asset value (NAV) 
of around Rs 450 per share— 
Rs 517-540. An obscure SEBI cir- 
cular dated May 28, 2004 probably 
holds the key to the DLF issue price. 
The circular was an attempt on the 
part of the regulator to discourage 
private companies from going for a 
stock split just before a public offer. 





Changes in the DLF offering. 

NEW OFFER OLD OFFER 
SUB UN e 17.5 crore shares — 21.88 crore shares* 
Promoters' offer for sale, 
Pre-IPO placement, Greenshoe option NA . Were planning all three —— 
Employee reservation 10 lakh shares 9 lakh shares 
Land bank 10,255 acres 4,265 acres 
Valuation (land bank) No comment Rs 77,200-85,300 crore 
OBJECTS OF THE ISSUE NEW OFFER OLD FILING 


Land acquisition Rs 6,500 crore — Rs 6,500 crore 
Development of existing projects Jun Rs 3,100 crore 
Prepayment ofloans — 
Minimum fund requirements 


* Including greenshoe option of 1.7 crore shares 


Rs 4,000 crore aC 


s 2 crore Rs 13,600 crore 


Source: SEBI website 


It allows companies with shares of 
face value below Rs 10 to go for a 
public offer only if the share price is 
to be higher than Rs 500. That 
pretty much sets the floor for the 
DLF issue since in early 2006 when 
the stock markets were scorching 
their way up, the real estate major 
had split its Rs 10 face value share 
into five shares of face value of 
Rs 2 each. This circular reduces 
DLF’s flexibility to price below 
Rs 500 unless it wants to res- 
tructure its share capital once again! 
So, the question now remains— 
how much over Rs 500 is the DLF 
share going to be priced? 

In the updated filing, DLF has 
more than doubled its disclosed 
land bank. However, unlike in the 


past, it has fought shy of getting a 
third party valuation done for the 
increased land bank. “We are leav- 
ing it to the investors to value the 
additional land bank," say com- 
pany officials. DLF’s valuation is 
more than two times that of its 
listed rival Unitech's Rs 39,000- 
40,000 crore, which would appear 
surprising considering both have 
a land bank of roughly the same 
size. Unitech has 10,332 acres as 
compared to DLF's 10,255 acres. 
And at least 35-40 per cent of the 
land is in similarly valued loca- 
tions, say industry watchers. DLF, 
however, is apparently seeking a 
premium based on the fact that 
51 per cent of its land bank is in 
Gurgaon where the-per-acre real- 
isation is higher than in most other 
regions. DLF believes the premium 
is deserved due to the location of 
its sites within cities also. 

DLF is also counting on mon- 
etising its pool of developed prop- 
erties. For instance, it has existing 
buildings aggregating approxi- 
mately 2.8 million sq. ft in the 
National Capital Region (NCR), de- 
veloped plots of approximately 
7.2. million sq. feet as well as 23 
super luxury and luxury hotel sites, 
a golf course, clubs, and other as- 
sets in DLF Power. The company 
has also factored in its execution 
capabilities, reinforced with a 
string of alliances, in its valuation. 
However, what DLF underscores 
as its strengths are undermined by 
analysts as concerns. A high con- 
centration of land reserves in 
Kolkata (23 per cent of total) and 
Gurgaon leaves it vulnerable to 
any downturn in these markets. 
Added to this are the issues re- 
lated to supply absorption espe- 
cially in Gurgaon, and execution 
risks with targets which have not 
been attempted before in the com- 
pany's and indeed the industry's 
history. So, institutional investors 
are keenly looking at the com- 
pany's NAV assumptions. 
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Middle Game 
Gambits 


Will Vodafone operate in India 
with the Hutch brand? 


AST FORTNIGHT, EVEN AS THREE OF 

the four bidders in the race com- 
pleted the due diligence of Hutch- 
ison-Essar’s assets— Vodafone, 
Reliance Communications and 
Essar; the fourth, the Hindujas 
would have completed the process 
by the time this magazine hits the 
stands—clarity regarding the even- 
tual winner wasn't too forthcom- 
ing. All the four in the fray would 


appear to have a chance, although at 
one time a Vodafone-Essar part- 
nership looked most likely (with 
Vodafone buying Hutchison's 
67 per cent stake and the Ruias of 
Essar staying as 33 per cent share- 
holders). But the Ruias have made it 
clear that they're as interested a 
buyer as anybody else (although 
they don't rule out the other two 
options of selling out, or staying 
put with 33 per cent, either). 
What appears to have derailed a 
Vodafone-Essar equation is the 
branding issue—if Vodafone seeks to 
replace the Hutch brand with its 
own (a logical thing to do from the 
UK company's viewpoint), the Ruias 


The SEZ Show Won't Stop 


More clarity on land acquisition norms may be the right step. 





| ho. 
| 
Indiabulls’ Banga: No looking back 


EHABILITATION BEFORE ACQUI- 
ition—that’s the clear line 
from the government on special 
economic zones (SEZs), or other 
large projects that involve large- 
scale land purchases. A three- 
month deadline has been fixed to 
put together a rehab policy, but 


how much of a roadblock is this 


for prospective SEZ developers? 
hived off its real estate arm into a 
separate company, whose valua- 


tion will be determined largely by - 


the multi-product SEZ project it 


has in the pipeline i in Maharashtra. 
Indiabulls has already begun the 
land acquisition process, and com- 
pany officials feel that, barring an 
increase in the cost of land acqui- 

sition, the project won't be der- 
ailed. Land cost is not expected 
to increase beyond 15-20 per 
cent of the total project cost. 
“This is not going to be a show- 
stopper," avers Gagan Banga, 
Director, Indiabulls. He adds 
that, in fact, the clarity on land 
acquisition norms is likely to help 
reduce the litigation related del- 
ays that are almost always an int- 
egral part of the real estate busi- 
ness. Adds Vasudeo Joshi, Head 


(Institutional Equity Research), 


Man Financial-Sify Securities: 
“If India has to sustain its growth 
at 8 per cent, then we need $300 | 


billion (Rs 13.5 lakh crore) worth 


of public and private investment 
annually. So the rehabilitation 
policy has to come into fruition 
and the SEZ process has to go ` 
forward.” | 
SHALINI $. DAGAR 
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won't take too kindly to that as 
they would once again have to pitch 
in the high-investment exercise of 
brand-building. 

Clearly, the Ruias want to make 
it evident that as 33 per cent part- 
ners they would have a say on var- 


ious fronts—not just brand-building 


but, in future, with regard to deci- 
sion-making involving entry into 


new businesses, M&As, restructur-: 


ing or capital raising. Such veto 
rights might make many a prospec- 
tive partner wary, and might well 
open the door for other bidders 
like Reliance and the Hindujas. 
They may also be the reason why 
talk of a couple of the bidders att- 
empting to pick up a stake in the 
Hong Kong company itself gained 


ground, rather than buying a stake 


in the Indian operator. On the other 
hand, bringing such issues into the 
open might well be negotiation 
strategies by the players, The cloak 
and dagger contest continues. 
KRISHNA GOPALAN 





Turnaround 
solutions 


IFCI is back in the black, but 
what's its game plan? 


FTER SPENDING FIVE YEARS IN THE 
1 Y red, the country's oldest devel- 


opment financial institution (DF), 
IFCI, is back with a bang. Not only. 
has it shown a profit for the first half 
of 2006-07, last fortnight, it also. 
received a Rs 780-crore bonanza 
from the sale of its stake in the ° 
National Stock Exchange. And there _ 
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: may be more good news in store. 


06 2004-05 . 


Credit rating agency ICRA, in which 


IECI has a 21 per cent holding, is 


slated to hit the capital market some 


time this year. IFCI has already inf- 
ormed the bourses of its intention to 


offload its stake in ICRA. IFCI also 


owns 19 per cent in the listed Travel 


Finance Corporation of India (TFC); 
that holding is valued at some Rs 25 
crore at current prices. Although 


there are no concrete proposals to 
sell equity in other smaller compa- 
nies, IFCI says in the normal course of 


business it keeps on disinvesting, in 
small quantities, its holding in listed 
companies through stock exchanges. 

What's most heartening for IFCI, 
however, is the turnaround. 
“Concerted efforts on the recovery 
front and restructuring of liabilities 
have helped in the turnaround of the 
institution," says Sanjy Chowdhury, 
Chief General Manager at IFCI. 
Over the longer term, though, the 
problem for IFCI is that it still dabbles 
in project finance and project advi- 
sory, where the scope of returns is 
limited. Which is why contempo- 
raries like ICICI Bank and IDBI have 
today become full-fledged banks, 
with a sharp focus on retail banking. 
However, a former IFCI director 


~~ feels IFCI can hold its own as a DFI. 


“There is a void created in the DFI 
space in India. Globally we have 
established pris like 3i in the Uk, 
KfW in Germany and Japan 


| Development Bank (jp) in Japan," 
he maintains. Yet, to ensure IFCI's 


survival, a long-term game plan 


needs to be chalked out. “The op- 


tions on the table are a merger with 

a stronger institution or a strategic 

pie ' says a top official of IFCI. 
ANAND ADHIKARI 
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The BSE : might benefit from 
NYSE buying into NSE. 
N JANUARY 10, 2007, WHEN THE 
New York Stock Exchange 


(NYSE) picked up 5 per cent of the 


equity of the National Stock 
Exchange (NsE)—Goldman Sachs, 
General Atlantic and Soft Bank Asian 
Infrastructure also bought 5 per cent 
each—it would have caught the 
132-year-old Bombay. Stock 
Exchange (BSE) by surprise. After all, 
it was the BSE that was supposed to 
be looking to offload a stock; instead 
it was the NSE that silently went 
ahead and stole the show. The NYSE 
says it will pay $115 million 
(Rs 511.5 crore) for 5 per cent of the 
NSE, on which basis the 14-year-old 
exchange's valuation works out to 
$2.3 billion (Rs 10,350 crore). 

So, after losing its monopoly to 
the NsE-—which accounts for 60-65 
per cent of the total traded turnover 
in Indian equity—has the BsE lost 
out in the race for a partner, too? 
Perhaps not. As Rashesh Shah, CEO 
& MD, Edelweiss Capital, points 
out, the NSE might have done the BSE 
a favour. “The stake has set the 
benchmark for the sse. With the 
NSE being now valued at a little over 
Rs 10,000 crore, the BSE should rec- 
eive a valuation of Rs 4,000-5,000 
crore, on the basis. of the NSE’s ave- 
rage daily turnover being twice of 
BSE.” For January 2007, the average 


daily turnover recorded by NSE is 


Rs 8,653 crore, compared to BSE’s 


-Rs 4,400 crore. Also, the NYSE was 


not the only exchange looking at 
India. According to BSE sources, the 


Nasdaq, London Stock Exchange, 


Singapore Stock Exchange, 
Australian Stock Exchange, Deutsche 


- Börse and Euronext all want a share 


in Indian stock exchanges. Don't 
write off the BSE, not yet. | 
MAHESH NAYAK 
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At 
Timken, 
what we do best 
is help you. As a global 
leader in friction management 
and power transmission, we 
work closely with some of the biggest 
brands in the world, using our expertise to 
improve performance with innovative, value- 
added solutions. w, we want | 
We have a world-class technical center 
right here in India, and our local capabilities 
and unmatched experience can provide 
you with insightful, practical solutions 
to meet your needs. To find out 
how we can help, please visit 
timken.com/india. 





Bearings * Steel * Precision Components * Lubrication * Seals 
* Remanufacture and Repair * Industrial Services 
Bangalore: 91-80-28521109 | Delhi: 91-11-26850180 | Kolkata: 91-33-22810231 
| Pune: 91-20-25511856 | Jamshedpur: 91-657-2210293 Where You Turn 


www.timken.com 


Timken® is the registered trademark of The Timken Company (NYSE: TKR) 
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Joining the 
PE Cult 


When stocks peak out, 
brokers hit the PE trail. 


HAT DO BROKERS DO WHEN 

markets peak out, and spot- 
ting value buys is no longer as easy 
as before? Simple, they turn into 
venture capitalists, and private 
equity (PE) players. For instance, re- 
cently the biggest bull on the 
D-street, Rakesh Jhunjhunwala, 
invested $5 million (Rs 22.5 crore) 
in a knowledge process outsourcing 
(KPO) start-up. This is not the first 
time the big-bull has taken a shine to 
unlisted entities. His earlier invest- 
ments in unlisted entities involved 
Mumbai-based security firm Tops 
Security, Pegasus Asset Recon- 
struction, Hungama Mobile, A2z 
Engineering and Care Hospital. 

A clutch of brokerages, mean- 
time, has hit the PE trail. These 
include firms ASK Raymond James 
and Motilal Oswal Securities. Says 
Sameer Koticha, Executive Director, 
ASK Raymond James Securities: “We 
find huge untapped value available in 
the small & medium enterprises 
(SME) unlisted segment. There are 
many companies that can become 
biggies of tomorrow, if given right 
funding and advice. And we feel 
with our expertise we can do won- 
ders in that space.” The brokerage 
firm under Koticha is all set to open 
its own private equity fund which 
plans to garner money from investors 
who are ready for a minimum 
investment horizon of 4-6 years. 

Motilal Oswal Securities, 
through sister concern, Motilal 
Oswal Venture Capital Advisors 
(MOVCA), has collected just over $40 
million (Rs 180 crore). The fund 
will eventually hit $100 million (Rs 
450 crore) by the third quarter of 
2007-08. Says Vishal Tulsyan, 
Director & CEO, MOVCA: “We will 
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Motilal Oswal: Sees a lot of action coming out of the SME space 


be investing primarily in SMEs, 
especially unlisted companies, with 
an investment between $3 million 
and $7 million. We feel the strong 
undercurrent in the economy can 
see many of these SMEs grow 2-3 
times their size in the coming years." 
MOVCA will look to pick up between 
10 and 24 per cent of equity in 
SMEs. For Motilal Oswal, this is a 
mere extension of its brokerage 
business. *A strong distribution net- 
work, client base (high net worth 
individuals who run family or part- 
nership business) and strong 
research platform built over a period 
of time will help us to garner busi- 
ness," adds Tulsyan. 

Other firms in the PE space 
include Ambit RSM, which bought 
India Value Fund, the erstwhile Gw 
Capital, last year. A corpus size of 
$200 million (Rs 900 crore) makes 
available financial and intellectual 
capital to growing middle-market 
companies in India. Enam Financial 
Consultants has preferred to foray 
into PE advisory services. In the past 
18-20 months, Enam has struck 
deals worth over Rs 1,000 crore 
by syndicating money for 13 com- 
panies, including GMR Infrastructure 
and Geometric Software. “By 
March, we will be striking deals 
worth half a billion,” says Ambrish 
Singh, Head of Private Equity 
Advisory of Enam Financial 


Consultants. Singh is on the verge of 
raising $100 million for a media 
company from international pri- 
vate equity players. 

There are also some brokers 
who are putting their personal 
wealth on the table as PE money. 
The founders of Enam have a sep- 
arate set-up dedicated to funding 
tomorrow’s jewels. And Sameer 
Gehlaut, Chairman of Indiabulls 
Financial Services, has bought 25 
per cent in BAG Films for a sum of 
Rs 26.2 crore in his personal 
capacity. That’s one way of distrib- 
uting wealth. 

MAHESH NAYAK 





Viewers 
Nod Off 


The rollout of CAS impacts 
television viewership. 


HE ROLLOUT OF CONDITIONAL 

Access System (CAS) in the New 
Year is touted the best gift for the 
couch potato—fork out lesser money 
and choose the channels you want 
to watch seems to be the proposi- 
tion. CAS requires viewers to install 
a set-top box, for a nominal fee, to 
watch their favourite channels on 
television. In addition, CAS viewers 
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Hotels Resorts 


and Palace | 





Deluxe Room, 7:00 a.m. 


Could you please ensure 
(a) I'm staying in one of your new Deluxe rooms (b) the French windows 


Because I'd like 
open onto the poolside (c) | have Wi-Fi access 24x7 (a) to try the freshly squeezed 


guava juice at the Verandah (b) a local connection for my hand phone (c) some coffee from my in-room 


So, please arrange for 
French press (a) a table for two at Hip-Asia (b) a goose-down pillow from the 


Oh, and don't forget 


pillow menu (c) my favourite Puilly Fumé from Loire (a) Nick's special muddles 


from the Distil (b) the sushi rolls (c) to book me for an Ayurvedic massage 


Because business can be demanding. Taj Connemara, Chennai 


A Taj Business Hotel 


6 hotels across 12 countries. For reservations call | 800 [I1 825 or 91-22-6601 1825 or visit us at www.tajhotels.com Rediffusion-DYR/BonvIH/561a 
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also have to pay Rs 5 per month for 
viewing each pay channel. 

With the deployment of CAs in 
certain areas of Mumbai, Kolkata 
and Delhi, the net reach of mass 
entertainment channels like Star 
Plus, Zee, and Sony (which are pay 
channels) seems to have come down 
in these cities. According to figures 
from TV ratings agency aMap, the 
net reach of the mass entertainment 
channels has fallen by 8 per cent 
in the first 18 days of January com- 
pared to the last month of 2006. 
The amount of time spent watching 
these channels, in the three cities, has 
dipped by 7 per cent for the same 
period. According to aMap, the net 
reach of Zee Tv, Star Plus and Sony 
has dipped 28, 22, and 26 per cent, 
respectively, in the three cities. Hindi 
movie channels and entertainment 
channels for children, which are 
also pay channels, have also shown 
a dip in viewership. Channels, 
however, are not overtly con- 
cerned at least for now. "It's a 
transitional phase and happens 
with every industry when a new 
technology is being adopted. 
Things will stabilise within a quar- 
ter or so," says Ashish Kaul, Senior 
VP, Corporate Brand at Zee TV. 


T.V. MAHALINGAM ` 


The Party's On, So Far 


The initial numbers for the third quarter don't disappoint. 


FIRST FLUSH OF QUARTERLY 

results rarely disappoint, but 

the surge in revenues and profits 
registered by 265 companies (till 
January 19) for the three months 
between October and December 
came as a pleasant surprise for mar- 
ket watchers. The top line surged 
41 per cent and net profits spurted 
by 67 per cent. In comparison with 


the previous quarter, the increase is 


2 per cent in net sales and 6 per 
cent in net profits. Says Avinash 
Gorakshakar, Head of Research 
(PCG), Emkay Shares and Stock 
Brokers: “The first batch of results 
has been good across sectors." 
Reliance Industries was clearly 
the surprise. For the third quarter 
ended December 31, 2006, the 
company posted a 58 per cent rise 
in net profit to Rs 2,799 crore 
(Rs 1,776 crore), on a 46 per cent 
jump in net sales to Rs 26,472 
crore (Rs 18,168 crore). Impressive 
refining margins have been the 
reason for the jump in bottom 


line growth for Reliance Industries. 





Air Deccan: It’s still losing money, but it is gaining passengers 
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Net Sales — 86855 41 2 
Other Income 2,563 37 7 
Expenditure 63,912 37 -l 
Expenditure — 63,912 37 -] 











PBDIT 25,791 53 10 
PAT 12166 67 6 
Source: CMIE Figures in Rs crore. 


Note: Based on a sample of 265 company results for the 
December ended quarter 


Refining margins for the company 
improved to $11.7 per barrel from 
$9.1 per barrel even as petro- 
chemical margins dipped. 
Among the other major com- 
panies, Sterlite Industries, 
UltraTech Cement, Wipro, TCs, 
HDFC Bank and Siemens contin- 
ued their impressive run. It remains 
to be seen whether the giants of 
the old economy— Tata Steel, Tata 
Motors, Hindalco et al—can main- 
tain the blistering pace. 
MAHESH NAYAK 








Battle in the 
Skies 


Air Deccan claws back to 
#2 slot. Can it stay there? 


IR DECCAN HAS BOOKED ITSELF 
Ainto the second spot again. It 
was for the second time in 2006 
that Air Deccan managed to pip 
government-owned Indian to 
become the country’s second 
largest domestic carrier. (See 
Following the Leader). Air 
Deccan’s market share for the cru- 
cial festive season month of 
November is at 19.7, which is 


marginally ahead of Indian which 
is at 19.1, Jet Airways, meanwhile, 
continues to remain the country’s 
largest airline. 

An upbeat Captain G.R. 
Gopinath, Managing Director, 


Deccan Aviation, told BT that Air- 


Deccan’s new position in the charts 
was just the beginning of a “tec- 
tonic paradigm shift” in the Indian 
domestic aviation industry. “We 
are flying on routes that nobody 
else is. Our low-cost model has 
removed the price barrier to flying. 
The way we are going we hope to 
displace Jet, and be number one by 
2008,” says Gopinath. Industry 
sources reveal that Air Deccan has 
maintained its slim lead on Indian 
in December 2006 also. The 
budget carrier occupied the #2 
slot, for the first time, in June 2006 
when it showed a market share of 
21.2 per cent as compared to 
Indian’s at 20.8 per cent. 








Pie in the Sky 
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GoAir 3.8 
Spicejet 
Jet 

1.8 218 





Kingfisher 

os | Indian 
a in. น 19.1 
197 - Sahara 8.6 

November market share Source: Industry 

figures in per cent 


Some like Kapil Kaul, CEO of 
Centre for Asia Pacific Aviation 
(CAPA) for the Indian subcontinent 
and West Asia, believe that Air 
Deccan's recent performance can 
be attributed to the fleet underutil- 
isation of Indian (formerly Indian 
Airlines). *If you look behind the 
numbers, it is clear that it's Indian's 
fleet underutilisation which has 


Get set to scale the next level of performance. 
Ispat New Generation Steel comes with a 


basket of features you will find absolutely 


oven-fresh. Extra thin CR Sheels with an 
improved strength quotient to preserve the 
health of your appliances for longer. 

Polysteel in colours more enticing than the 
reddest of apples . 


Higher Strength. Lower Weight. Better Aesthetics. Greater Adaptability. Superior Versatility. 


C, ISPAT INDUSTRIES LIMITED 


า ก ห ง INVYNI 


caused the problem. Otherwise, 
there is no way in which an airline 
like Indian with 73-odd aircraft can 
lag behind an airline with 40-odd 
aircraft," says Kaul. 

It's a fact that's not lost on 
Captain Gopinath. *An advantage 
of being a private airline is, of 
course, efficiency. We have faster 
turnarounds as a result of which we 
fly an aircraft more than Indian. 
We have 68 crew per aircraft as 
compared to 420 in Indian," quips 
Gopinath. Air Deccan's move up 
the rankings is also representative 
of a larger trend where low-cost 
carriers are gaining market over 
their full service competitors. 
According to CAPA, the market 
share of low-cost carriers will reach - 
70 per cent by 2010. Of course, 
now all Air Deccan has to do is 
to maintain its #2 position over the 
medium term. 

T.V. MAHALINGAM 





Galvanised Steel and other products 
tempered just right to offer you an even better 
balance of aesthetics and functionality. 

Ispat New Generation Steel. Developed 

the same fire for innovation that has helped 
Ispat shape its position as one of India's 
biggest steel players with the most 
comprehensive range of HR, CR, Galvanised 
and other steel products. 


Tel: + 91 27582500 / 2600 / 2700. Fax: 022 27577965, 27577972. E-mail: consumerdurable@ispatind.com 


www.ispatind.com 
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Thailand 
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Z The heart of ASEAN, a 500 million population marketplace, and the gateway to 
Indochina through exclusive accessibility by land to a population of 200 million 
from Vietnam, Cambodia, Laos and Myanmar. 


A Large, growing & stable economy - voted the world's 4th most attractive nation 
for foreign direct investment". 


ล ศ์ Excellent accessibility and connectivity via the world's newest international 
airport, Suvarnabhumi, the best connected ASEAN country. 


V Availability of award-winning hospitality, offering great value for money. 


wf Bangkok is voted as the best city in Asia for leisure ใ อ น ท พ ร ท า **. 


* UNCTAD 2004-2007 Global Investment Assessment (GIPA) 
** Travel + Leisure magazine, July 2006. 
"Average space sales reported in The Trade Fair Industry in Asia - An Ufi report by Business Strategies Group 2nd edition, 2006 





Experience the global marketplace for your sourcing and exporting with 
The Largest International Trade Shows in ASEAN for the last two years*** 


2007 International Trade Shows in Thailand 


Bangkok Gems & Jewelry Fair 2007 
Gem & Jewelry 

Date : Feb 28-Mar 4, 2007 

Date : Sep 18-22, 2007 
www.bangkokgemsfair.com 


VIV Asia 2007 

Animal Production & Processing 
Date : Mar 7-9, 2007 
www.viv.net 


TIFF / IDA 2007 

Furniture Fair & Interior Design 
Date : Mar 7-11, 2007 
www.thaitradefair.com/fairinAiffo7 
E5 - The Energy Series 

Energy Efficiency, Distribution, 
Generation ent 

Date : Mar 8-10, 2007 
www.ebthailand.com 


Bangkok International Motor Show 2007 
Cars & Motorcycles 

Date : Mar 30-Apr 8, 2007 

www. bangkok-motorshow.com 


BIG&BIH 2007 

Gift & Decorative items, 

Household Products, Toys 

Date : Apr 17-22, 2007 

Date : Oct 16-21, 2007 

www. thaitradefair.com/fairin/big07 
www.thaitradefair.com/fairin/bigoct07 
Pack Print international 2007 
Packaging & Printing 

Date : Apr 26-29, 2007 
www.pack-print.de 

Asia Dive Expo 2007 (ADEX 2007} 
Diving & Equipment 

Date : Apr 27-29, 2007 
www.asiadiveexpo.com 

Architect 2007 

Construction & Decoration Technology, 
Equipments & Materials 

Date : May 1-6, 2007 
www.architectexpo.com 
INTERMACH 2007 

Metalworking Automation & 

industrial Machinery 
Date : May 9-13, 2007 
www.thai-exhibition.com/intermach 








www .thaitradefair.com/fairin/bil07 


THAIFEX-World of Food Asia 2007 
Food & Beverage, Packaging, Machine, 
Equipment & Services for Food Industry 
Date : May 23-27, 2007 

www thaitradefair.com/fairin/thaifex07 
Entech Pollutec Asia 2007 
Environmental Protection and 

Pollution Control Technology 

Date : Jun 6-9, 2007 
www.thai-exhibition.com/entech 


Propak Asia 2007 


Food Processing & Packaging Technology 


Date : Jun 13-16, 2007 
wwWw.propakasia.com 

InterPlas Thailand 2007 

Thailand's Largest Plastic & Rubber 
Technology Trade Exposition 

www. interplasthailand.com 
InterMold Thailand 2007 

Mold & Die Machinery & Technology 
www.intermoldthailand.com 
Electronic Manufacturing Machinery, 


Equipment, Materials, Services & Components 


Date : June 21-24, 2007 
www.nepconthailand.com 


TFBO 2007 

Intemational Franchise, licensing 
and Business Opportunities . 
Date : Jul 26-29, 2007 
www.thailandfranchising.com 
Taitronics Bangkok 2007 
Electronic Components, 
Peripherals & Equipments 

Date: Jul 26-29, 2007 
www.taitronics.org 

BKK ICT Expo 2007 

Information & Telecommunication 
Technology 

Date : Aug 1-5, 2007 

BIFF 2007 / BIL 2007 
Garments, Textiles & Fashion 
Shoes & Bags, Accessories - 
Date : Aug 22-26, 2007 | 
www.thaitradefair.com/fairin/biff07 


AVL Thailand 2007 

Audio, Visual, Lighting, Staging, 
Entertainment Equipment &Technology 
Date : Aug 23-25, 2007 
WWW.avl-expo.com 

Asia Fruit Logistica 

Fruit & Vegetable Marketing 

Date : Sep 5-7, 2007 
www.asiafruitlogistica.com 


IFHS 2007 

Food & Hospitality 
Date : Sep 5-8, 2007 
www ifhis.net 


HOSPIMedica Thailand 2007 
Hospital & Medical & Rehabilitation 
Equipment & Supplies 

Date : Sep 12-14, 2007 
www.hospimedica-thailand.com 


Food ingredients Asia 2007 

Food & Beverage - Manufacturing, 
Processing & Packaging 

Date : Sep 26-28, 2007 
www.fi-events.com 


Interior in Trend '07 

interior Boutique 

Date : Sep 27-30, 2007 

www interiorintrend.com 

Proud Asia 2007 

inner Well Being and Extemal Beauty 
Date : Sep 27-30, 2007 
www.proudasiathailand.com 


Wire Southeast Asia 2007 
Wire, Cable, Spring & Fastener 
www.wire-southeastasia.com 
Tube Southeast Asia 2007 
Tube & Pipe 

Date : Oct 16-18, 2007 

www. tube-southeastasia. com 


IT&CMA / CTW Asia-Pacific 
incentive Travel, Conventions 

& Meetings 

Date : Oct 23-25, 2007 
WWW.ttgasiamedia.convitc.shtml 


Bio Asia 2007 
Biotechnology 

Date : Nov 7-9, 2007 
www.bioasia-2007.com 


Defense & Security 2007 
Defence and Security 
Date : Nov 7-10, 2007 
www.asiandefense.com 


Bus & Truck '07 

Commercial Vehicle Equipment, 
Material & Related Services 
Date : Nov 8-10, 2007 
www.busandtrucks.com 


METALEX 2007 

Machine Tools & Metalworking 
Technology 

Date : Nov 15-18, 2007 

www .moetalex.co.th 


GiassTech Asia 2007 
Glass Products, 

Glass Manufacturing, 
Processing & Materials 
Date : Nov 15-17; 2007 
www,.glasstechasia.com 


ANGVA 2007 

Natural Gas for Vehicles 
Date : Nov 27-29, 2007 
www.angva2007.com 


Worlddidac Asia 2007 
Educational Materials & 
Professional Training 
Date : Nov 27-29, 2007 
www. worlddidacasia.com 
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Problem of 
Plenty 


Few are celebrating the lifting 
of the ban on sugar exports. 


HE UNION CABINET'S RECENT 

decision to reverse a seven- 
month-old ban on sugar exports 
has attracted, at best, a lukewarm 
response from domestic sugar mill 
owners and international markets 
alike. This, when India is expected 
to have a record sugar output of 
around 23 million tonnes in the 
new season (up from 19.3 million 
tonnes in the previous season), 
thereby leaving the country, the 
world's second largest producer of 
the sweetener, with an exportable 
surplus of 4 million tonnes. 

Exports, say mill owners, are 
not viable at the prevailing inter- 
national rates of $320-330 
(Rs 14,400-14,850) a tonne. For 
one, they point out, a global 
bumper harvest has ensured that 
the international market has a plen- 
tiful supply of sugar. Moreover, 
Pakistan, the largest buyer of Indian 
sugar (it had bought 650,000 tonnes 
of the 1.1 million tonnes exported 
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till July last year; exports were 
banned after that), is no longer in 
the market, following its own 
bumper harvest. Even Bangladesh, 
another significant importer, is 
shoring up its own processing fac- 
ilities. No wonder, the London fut- 
ures market was cold to this 
announcement, and settled at a 13- 
month low. Experts, however, say 
that India could tap non-traditional 
markets such as Yemen, Sri Lanka, 
Thailand and Africa. 

"This is certainly a welcome 
step, but to make exports viable, 
the government should subsidise 
inland transport and ocean freight," 
says Vinay Kumar, Managing 
Director, National Federation of 
Cooperative Sugar Mills. Privately, 
however, several players contend 
that not all is lost. *With Brazilian 
exports not hitting the global mar- 
ket before April this year, India can 
still hope to export at least up to 2.5 
million tonnes, including the export 
obligation of 1 million tonnes," says 
an industry veteran on condition 
of anonymity. India, say experts, 
would also be helped by the fact 
that the European Union would 
post a shortfall in export surplus 
of 4 million tonnes. 

AMAN MALIK 
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Bountiful sugar supply: But exports are another story 
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Kicking Off, 
Finally 


Puma is in a hurry to launch 
its exclusive stores. 


LOBALLY, THE BATTLE IN THE 
kaqa sasa market would 
appear to be a high-stakes clash 
between Nike and Adidas (which 
has acquired Reebok). Last year’s 
football World Cup saw both the 
giants come head to head—German 
giant Adidas as the official sponsor 
and Nike responding with a star- 
strewn advertising campaign. So, 
where does that leave the other 
German sportswear major, Puma 
(created, incidentally, in 1948 by 
the estranged brother of Adi Dassler, 
founder of Adidas)? Behind the 
leaders for sure (the grapevine keeps 
crackling with talk of Nike eyeing 
Puma as a potential acquisition), 
and it seems to be a similar story in 
India, where Puma formally 
launched its operations only a year 
ago. Till 2002, it was present via a 
licensee called Planet Sports but, as 
Rajiv Mehta, the 28-year-old 
Managing Director of Puma Sports 
India, puts it: “A licensee has many 
brands within its portfolio, so its 
priorities are different.” 

The way Mehta sees it, being a 
late entrant into India—Nike, 
Reebok and Adidas are all 
entrenched, with flagship stores all 
over the country—has its pros and 
cons. The advantage: “We can learn 
from the mistakes they have already 
made; the disadvantage is that it’s 
more expensive as retail space prices 
have rocketed through the roof. 
Plus, the consumers’ mind is already 
set towards the competition, so we 
have the challenging task of chang- 
ing that; but I think that the cost of 
the disadvantage is lower than the 
benefit that we’re going to get out 
of the advantage.” 

Indeed, Puma is doing its bit to 
make up for lost time. It already 
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Puma’s Mehta: Racing ahead 


has set up eight exclusive stores in 
India—four in Bangalore, two in 
Delhi, one in Chennai, and the 
latest one in Mumbai last fort- 
night. The rollout plan involves 
having 90-100 such Puma outlets 
by 2010, with 25 of those coming 
up in 2007. “Retail is going to 
be the key in India, and we have 
plans to get localised completely,” 
adds Mehta. 

Puma is attempting to position 
itself differently, in that it will be a 
"sports lifestyle" marketer rather 
than one that focuses only on 
sports. Mehta explains with an 
example: *We have a Ferrari col- 
lection which looks like the kind of 
shoe Schumacher would wear while 
racing, though it's not really a shoe 
you can race in." His target cus- 
tomer base clearly is the youth, 
who boast higher disposable 
incomes, and who hanker for the 
best brands. Mehta's mandate 
would be to convince them that 
Puma is one such label. 

DEEPTI KHANNA BOSE 
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Never say Never 


The Hindujas want to revive a mothballed power project. 


HE BAD NEWS IN THE POWER 

sector is the sluggishness with 
which projects move off the draw- 
ing board. An optimistic way of 
looking at this, however, is that 
you can never leave any such ven- 
ture for dead. Example? *We want 
to revive the Vizag (1,040 Mw 
coal-fired) project as a merchant 
power plant," says Ashok Hinduja, 
Executive Chairman, Hinduja TMT 
and the youngest of the four 
Hinduja brothers. What he is re- 
ferring to is the project that was 
originally thought of more than a 
decade ago and which made little 
progress beyond having the then 
Prime Minister P.V. Narasimha 
Rao lay the foundation stone. The 
Hindujas want to revive the project 
but with a model where the state 
would have little role beyond trans- 
fer of land. The project was initially 
conceived as an independent 
power producer (IPP). 

Hinduja, who is in talks with 
the state government, is not willing 
to disclose any more but those in 
the know say they do not antici- 
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Billion Dollar 
M&A Mania 


India Inc.’s acquisitions will 
soon attain global size. 





N 2006, ACCORDING TO DATA 
เล น by Grant Thornton, 
Indian companies completed 266 
cross-border deals collectively val- 
ued at $15.3 billion (Rs 68,850 
crore). The corresponding figures in 
2005 were 192 and $9.5 billion 
(Rs 42,750 crore). It’s still very 
early days yet in January, but the 
M&A rumour mill has been working 
over time. Speculation abounds on 


pate any problem in getting a nod 
for the project. Apparently, the 
Hindujas are seeking transfer of 
the total land earmarked for the 
project. They are believed to have 
acquired 1,000 acres and are seek- 
ing transfer of the balance 2,000 
acres for the project. 

If the Hindujas set up the mer- 
chant power plant, they would be 
able to generate and sell electricity 
in the open market to any buyer 
willing to pay their price. The 
power producer could have the 
option to either import the coal 
or source it locally. State govern- 
ment officials are tightlipped on 
the status of the project apart from 
saying the Hindujas have submitted 
a proposal and that it is under 
consideration, Government 
observers point out that the old 
project is closed as the PPA (power 
purchase agreement) was not con- 
cluded. Apparently, the Hindujas 
feel the way forward in the Indian 
power sector is to delicense 
it completely. 

E. KUMAR SHARMA 


a rash of multi-billion dollar deals, 
just two of which would help India 
Inc. sail past the 2006 figure of all 
cross-border M&As. Reliance 
Industries (RIL) is said to be looking 
at acquiring the $7-billion 
(Rs 31,500-crore) GE Plastics in 
what could potentially be a $10 
billion (Rs 45,000 crore) deal. 
Ranbaxy Laboratories is working 
on the purchase of the generic busi- 
ness of German drug maker Merck, 
which promises to be another 
multi-billion dollar transaction. 
Also on a global mega-asset hunt is 
the A.V. Birla Group, which is said 
to be eyeing Norwegian aluminium 
maker, Norsk Hydro. Then Vijay 
Mallya's UB group is reportedly 
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Raymond launches the world's 
finest fabric - The Super 230s 


It feels like heaven - a very very small 
part of heaven. That's what happens 
when a fabric is almost lighter than air. 
Raymond's latest worsted wool fabric is 
made of the finest wool ever produced 
in the world - the Super 230s fabric is 
made of 11.8 
microns in diameter, or approximately 
one-fifth the diameter of human hair. 


wool that is a mere 


Created from a record-breaking bale of 


the finest wool ever produced, this 
fabric is supersoft and lighter than air - 
offering unparalleled comfort and 
luxury to the lucky few who manage to 
obtain a suit length or two. There are 
just 50 such suit lengths, priced at 
4 lakh, is one of the most 
expensive in the world. 


nearly Rs. 
























That's because there was just one such 
bale of wool produced - in Victory, 


Australia, The Wool Factory of 
Horsham. The 93 kilos of wool 
measuring 11.8 micron in diameter 
come from a breed of Australian 


Merino sheep - a variety that is reared 
in Queensland and Southern Australia, 
and is well known for having 
exceptionally fine fleece. 

Raymond Introduces 'Expressions' 
Raymond Ltd, India's leading textile 
and apparel company and the world's 
largest integrated producer of worsted 


suiting fabric, recently unveiled 


‘Expressions’, an exquisite collection of 


all wool and polywool suiting fabric 
specially crafted using exotic fibres 


like Cashmere, Angora, Mohair, 
Bamboo, Casein - a fibre developed 
from milk protein, Linen, Silk, 


Soyabean, Tencel blended with Super 
Merino Wool and fine polyester. 


e first impression pio 
last one. So, buckle up 
and put your best foot 


The 'Expressions' collection has been 


developed in-house by Raymond. 
Raymond has introduced for the first 
time in the world, Bamboo, the fashion 
fibre for 'generation next' blended with 
Super 100s wool and polyester. Casein, 
a fibre made from milk protein 1s 
blended with Super 120s wool and Silk 
for a lustrous wool rich jacketing and 
suiting collection. 
Expressions is an 
Raymond's skills and capabilities in 
product design and development. It is a 
testimony to its research and 
development capabilities. 

Raymond Introduces 'The Tasmania 
Collection’ 


Raymond a pioneer in launching 
innovative products like 'The Tasmania 
Collection The Tasmania Collection 
includes a range of suiting fabrics of 
the finest merino wool in the world, 
from Tasmania. It has been Raymond's 
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forward for this will take 
you far ahead. 


Destiny awaits those 


who dare to dream. 





aim to provide it's discerning The expansion, being 























done at the cost 
of Rs. 197 


crore, LS 


customers a range of fabrics 
that defines the best modern 
dressing and symbolizes the 


essence of timeless style. expected 


Raymond weaves to be 

growth plan for operational 
from 

Vapi unit April '07. 


Raymond announced 
an expansion of its 
capacity for worsted 
suiting at Vapi in 
Gujarat by 3mn 


The first 


expansion, 
announced last 
year, iS going as 
metres per annum. : 
The facility will be 
integrated from 

spinning to the 
finishing of 

fabric, 


planned and has 


phase of 


Advertisement 


Started commercial production. 
[he company has a capacity of 31mn 
metres per annum, making it one of the 
largest integrated facilities for worsted 
suitings in the world. 

Announcing the expansion, Gautam 
Hari Singhania, Chairman & Managing 
Director, Raymond said, "The outlook 
for the company's textile business is 
buoyant as Indian economy is in a new 
growth phase." He further added that 
the company is forging partnerships 
with internationally reputed players. 

All the JVs entered into by Raymond 
have resulted in a unique combination 
of synergies in manufacturing, 
marketing, technology, sourcing, etc 
and will reap tremendous mutual 
benefits in the years to come. 
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Ranbaxy's Singh: If succeeds, he may polevault into the top 10 league in generics 


close to bagging Scottish distiller 
Whyte & Mackay for close to a 
billion dollars. Of course, all this 
comes on the heels of Tata Steel's 
bid for Corus Group Plc of the UK; 
at the time of writing the Tatas 
appeared poised to make another 
bid—to counter that of CSN, the 
Brazilian steel major that's also in 
the fray—which would take the 
value of the transaction to close to 
$10 billion. *Deal sizes have been 
increasing continuously over the 
past few years and this trend is 
likely to continue," says Raj 
Balakrishnan, Director, DSP Merrill 
Lynch. 

The numbers may be looking 
bigger, but the triggers for going 
global remain the same—size, newer 
geographies and diversification of 
risk. For instance, if Ranbaxy does 
succeed in buying out Merck's gener- 
ics portfolio, it will polevault into the 
top 10 league in global generics. 
"The generic business of Merck is a 
quality asset. It offers a strategic fit to 
our global business and we would 
certainly be interested if it is avail- 
able at the right price and enhances 
shareholder value," says Malvinder 
Singh, Managing Director and CEO, 
Ranbaxy Labs. 
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The RIL spokesperson declined 
to comment when contacted by BT 
on RIL’s interest in GE Plastics. But if 
Chairman Mukesh Ambani does 
pull it off, he would have, at a 
stroke, created a global marketing 
network, with a presence in at least 
60 countries. GE Plastics’ technol- 
ogy centres and production sites 
in 60 locations across 20 countries 
will also come RIL’s way if the deal 
goes through. A GE spokesperson in 
an e-mail response to BT said: “The 
company does not comment on 
speculation." A spokesperson at 
the A.V. Birla Group, too, refused 
to comment to BT on the con- 
glomerate's interest in Norsk 
Hydro, the third largest aluminium 
company in the world. 

Many of these deals may not 
materialise, but there's little doubt 
about the action that's waiting to 
play out in 2007. “The most active 
sectors for outbound M&As are 
likely to be pharma, metals and 
mining and engineering. Apart 
from this, we are also likely to see 
industry leaders across almost all 
sectors seeking to expand from a 
largely domestic footprint to a 
more global one by making 
selective strategic acquisitions," 


says Balakrishnan. In the immediate 
future, though, something to clearly 
look forward to is India's first 
multi-billion dollar cross-border 
transaction. 

KRISHNA GOPALAN 


On a Dollar 
Raising Spree 


ICICI Bank mobilises $2 bn, 
Asia's largest deal in 5 years. 





A. A TIME WHEN INDIA INC, IS 
making waves in the interna- 
tional market with a string of mega 
acquisitions involving billions of 
dollars, the under-capitalised Indian 
banks have been conspicuous by 
their absence on the financing front. 
Most Indian companies have been 
relying on global banks for 
acquisition finance. Against this 
backdrop, icici Bank's mobilisation 
of $2 billion (Rs 9,000 crore) in 
the form of bonds in the first month 
of 2007 comes as a breath of fresh 
air, and has created a flutter in the 
global market. 

By all accounts it’s a big deal—to 
put it in perspective, this single issue 
virtually matches the $2.08 billion 
(Rs 9,360 crore) raised collectively 
by Indian banks in 2006. The is- 
sue surpasses, by far, the $500 mil- 
lion (Rs 2,250 crore) raised by ICICI 
Bank in November 2005. Not just 
that, this is also the largest transac- 
tion since 2001 by any Asian bank— 
for something larger, you would 
have to rewind to 2001, when 
Malaysia's OcBC Bank raised 
$2.1 billion. 

Now for the $2 billion ques- 
tion: what exactly does icici Bank 
plan to do with all this money? 
"The money mobilised would be 
utilised for funding the bank's 
domestic as well as international 
growth," says a visibly-excited 
Vishakha Mulye, CFO at ICICI Bank, 
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DATE 
Jan. 07 


ISSUE SIZE 
$2 billion 


ICICI Bank has raised $3.74 billion since August 20 
DESCRIPTION 
- 3-Year Floating Rate Notes, 5-Year Fixed Rate 


2006. 





Notes, Upper Tier 2 Securities 


Dec.06 $I billion 1,2,3 year-Triple Tranche Syndicated Loan 
Oct.06 3400 million 5 year Fixed Rate Notes 

Aug.06 3340 million Hybrid Tier-1 Securities 

Source: ICICI Bank — — 
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ICICI Bank's Mulye: A stellar performance 


who played a key role in the deal. 
ICICI Bank, which is targeting 25 
per cent of its balance sheet size 
from international markets by 2010, 
has set aside $1.25 billion (Rs 5,625 
crore) of the $2 billion kitty for 
international funding. *It could 
either be local lending or helping an 
Indian corporate expand abroad 
with acquisition financing," reveals 
Mulye. The balance $750 million 
(Rs 3,375 crore) has been kept for 
deployment in the domestic market 
where the bank is witnessing 
explosive growth in the retail as 
well as rural markets. 

Sceptics, however, question the 
idea of borrowing abroad (with 
looming currency as well as interest 
rate risks) and deploying in the 
domestic market when the bank 


68 BUSINESS TODAY FEBRUARY 11 2007 


can very well raise money locally. 
“We have done our math and after 
taking into account the exchange 
rate, tax implication, Indian money 
market conditions and the fact that 
the money raised would get capital 
treatment, the interest rate is rea- 
sonable,” counters Mulye. “This 
interest rate differential keeps 
changing depending on the exc- 
hange rate and domestic money 
market conditions," she adds. 

It's pretty clear that foreign cur- 
rency borrowings will become a 
key plank of the bank's resource 
mobilisation strategy going forward. 
“The success of the current issue— 
bids worth $8 billion (Rs 36,000 
crore) came in from various 
investors in the Us, Europe and 
Asia—has revealed the appetite of 
international investors for Indian 
paper," says Mulye. And this may 
just be the beginning for ICICI Bank. 
Are other Indian banks watching? 

ANAND ADHIKARI 


New School 
of Thought 


Now, Pitroda may leave his 
mark on education. 


AM PITRODA IS CREDITED WITH 
revolutionising the Indian tele- 
com sector. In 1984, he set up the 
Centre for Development of 
Telematics (C-DOT) and went on to 
frame the blueprint for Indian 


telecom. His more recent role is 
that of Chairman of the National 
Knowledge Commission (NKC) 
which, among other things, is aim- 
ing to strengthen India's knowl- 
edge base. Under this are areas like 
access to knowledge, effective cre- 
ation of knowledge, application of 
knowledge and e-governance. The 
NKC was set up in June 2005 and 
has been given a mandate to focus 
on areas like education, science and 
technology, e-governance and 
preservation of knowledge systems. 
So far, the NKC, which is a high- 
level advisory body to the Prime 
Minister, has made recommenda- 
tions and proposals to the govern- 
ment on each of these areas. 

“It is a complex task and is not 
easy to accomplish. It requires many 
stakeholders to participate," said 
Pitroda on a recent visit to Mumbai. 
According to him, India needs to 
have a larger number of universities. 
“We also need to separate colleges 
from the universities. It really does 
not make sense to have 800 col- 
leges affiliated to the University 
of Mumbai.” 

Pitroda is clearly under no illu- 
sion about the state of Indian edu- 
cation. “Only 7-8 per cent of India’s 
students get a chance to go to col- 
lege. That number has to be raised 
to 15 per cent." The quality of ed- 
ucation in India, he adds, barring 
elite institutes like the IITs and IIMs, 
is still poor and opportunities have 
not been made available to every- 
one. Apart from Pitroda, the NKC 
has five other members, who 
include Nandan Nilekani, CEO, 
Infosys, and academicians like Jayati 
Ghosh and Deepak Nayyar from 
the Jawaharlal Nehru University. 
"The focus is more on knowledge 
rather than on something like sci- 
ence and technology or education," 
says Pitroda, adding that it is nec- 
essary to think of public-private 
participation in education in addi- 
tion to thinking of ways of working 
with foreign universities. ^Obvi- 
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ously, IT will have to play a big 
role in the whole process of knowl- 
edge. India today has access to 
broadband and that can help the 
process a great deal." 

When Business Today asked 
Pitroda what, according to him, 
was the biggest challenge for the 
NKC, Pitroda was quick to respond: 
"It would have to be a change in 
mindset, to enable things to be done 
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Sam Pitroda: Focussing on knowledge 


differently." He added that it was 
important for some big investments 
to come into education as that could 
change a lot of things. “Just imagine 
what could happen if $70 billion 
(Rs 3,15,000 crore) comes into ed- 
ucation as investment. It would 
yield wonderful results.” Few would 
disagree with that. 

KRISHNA GOPALAN 


Buyout Blitz 
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HEN SUBASH MENON, 

President and CEO of Subex 
Azure, announced in the third 
week of January that his company 
was acquiring Canadian telecom 
solutions provider Syndesis in an 
all-cash deal of $164.5 million 
(Rs 740 crore), not many analysts 
were surprised. Menon has made a 
habit of acquiring to grow—be it 
to increase customers, enhance 
Subex's footprint in the world, 
acquire products or expand the 
addressable market itself. In the 
last seven years, the company has 
made seven acquisiti@ns (see A 
Takeover Spree). 

Subex Azure is one of the few 
genuine product success stories to 
come out of the Indian rr land- 
scape. Its suite of products is used 
in the unsexy but the essential 
parts of the telecom market like 
fraud management. For instance, 
Subex’s software alerts a telecom 
service provider if there is an 
extraordinary spike in usage from 
a mobile number, as the post-paid 
user might be thinking of misusing 
the facility and vanishing there- 
after. Telecom fraud is said to cost 
operators 3-5 per cent of their 
revenues. Subex also provides rout- 
ing and billing optimisation as well 
as risk management solutions. It 
recently renamed its suite of solu- 
tions as RocWare. 

However, analysts question 
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the timing of the acquisition and 
attendant integration challenges. 
Subex is raising $200 million 
(Rs 900 crore) through the spon- 
sored GDR route. The company 
had revenues of just Rs 149 crore 
and a net profit of Rs 21 crore 
for the first six months of the cur- 
rent financial year (at the time of 
BT going to press its third quarter 
numbers were yet to be an- 
nounced). Menon is dismissive of 
the concerns: “We always look at 
a cultural fit before making any ac- 
quisition. The new acquisition 
brings 300 people to the existing 
900. Also, we’ve not been making 
acquisitions only for the sake of 
growth. We are also growing or- 
ganically." He justifies the Syndesis 
acquisition, saying that it expands 
Subex's portfolio of offerings. 
"We had a gap in the sense that 
we were not present in the fulfil- 
ment and assurance solution seg- 
ment. Syndesis will plug this gap. 
Also, our addressable market, 
which was earlier $500 million 
(Rs 2,250 crore), has suddenly 
gone up five-fold. We are now a 
strong player in the telecom oss, 
Operations, Support, Software 
space." Once the acquisition is 
completed in three months, the 
company says it will have 32 of 
the top 50 telcos in the world as 
its clients. 

VENKATESHA BABU 


FEBRUARY 11 2007 BUSINESS TODAY 73 


UNIC "T rU Ti ms ไม่ - s .. 


. Both Revenues and Headcount are Surging... MAUI 
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...But Revenues and Profits per Employee are Declining. 


CS 
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Figures in Rs lakh 


company, Tata Consultancy Services (TCS), Subramanian 
Ramadorai, 62, is all smiles too, as he announces his 
company’s quarterly numbers. TCS becomes the first 
Indian 11 company to hit the billion-dollar revenue 
mark in a single quarter. Its revenues for the third 
quarter are up 41 per cent and net profit by 45 per cent. 
Back in Bangalore, the third company that completes 
the ruling triumvirate of Indian rr, Wipro, announces 


WIPRO: The tech giant has 
developed frameworks for verticals 
that are easily customisable, 
off-the-shelf packages. 


AZIM PREMJI/ Chairman & CEO 


equally spectacular results: Revenues are up 45 per cent 
and the bottom line, 41 per cent. 

As is evident, things couldn't be better with Indian 
IT. According to Nasscom, the industry lobby, Indian rr 
exports (including rr-enabled services, rres) will touch 
$29.4 billion (Rs 1,32,300 crore)—a 26 per cent 
growth over 2005-06. And if this trend continues, 
the industry may well rake in $60 billion (Rs 2,70,000 
crore) by 2010—a number considered very ambitious 
when a Nasscom-McKinsey report first talked about it 
in 2005. “Barring a geo-political seismic shock or totally 
unforeseen event, the Indian rr industry will coast 
comfortably at close to 30 per cent growth rates for the 
next three years at least," declares Sudip Nandy, Chief 
Strategy Office, Wipro. 

So, why is Business Today hell-bent on playing 
spoilsport by talking about a need to reinvent Indian rr? 
Because, impressive as the numbers are (the indus- 
try's compounded annual growth rate for the last five 
years works out to 26 per cent), they don't tell the 
whole story. Look at the bar charts on the previous 
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spread and this one. They tell you a story: Of how the 
Tier-I players have been unable to delink revenue 
from headcount—revenues go up in proportion to 
the number of software engineers added. More wor- 
ryingly, productivity, as measured by revenue and net 
profit per employee, has been declining—yes, declin- 
ing—over the last five years for all the Tier-I companies. 
For instance, Wipro's revenue per employee has 
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VIVAN MEHRA 


dropped from Rs 36.28 lakh to Rs 19.95 lakh and net 
profit from Rs 9.20 lakh to Rs 3.88 lakh in that period. 
In the case of Infosys, per-employee revenues have 
dropped from Rs 24.25 lakh to Rs 18.06 lakh, and 
earnings from Rs 7.52 lakh to Rs 4.66 lakh (See 
Revenues and Headcount...). 

sure, the surge in headcount is partly due to an 
aggressive ramp up of BPO business at most Tier-I 


HCL TECHNOLOGIES 


companies, but, still, the problem with this sort of 
growth is obvious: One, it is inefficient and, two, 
should a downturn occur, the impact will be worse, 
since not only will it mean loss of productivity due to 
‘benching’ but actually a loss, since the salaries would 
still need to be paid. There's a third problem with 
this model: It assumes that the supply of cheap and 
skilled labour is endless. But as the rT companies are al- 
ready discovering, that is far from the case. A country 
of a billion-plus people does not translate into annual 
supply of 500,000, 200,000 or even 100,000 highly- 
skilled software engineers. 


A Risky Game 


Alarm bells in the industry have been ringing for about 
two years now, starting with a Nasscom-MckKinsey 
study projecting a shortfall of 500,000 knowledge 
workers by 2010. With the industry growing at a pace 
faster than originally predicted, the shortfall—in view 
of the new demand projections—has widened. Says 


INFOSYS: It has invested m 
than Rs 90 crore to jump-stai 
consulting arm, which will g 
access to senior client execut 
NANDAN NILEKANI/ CEO & MD 


T. V. Mohandas Pai, Director and Head (HR) of Inf SVS: 
“Getting business is not the biggest challenge. Attracting 
and retaining talent is.” Also, unlike in the past, Indian 
IT industry for the first time has had to compete for the 
best talent with other sectors like telecom and retail, 
which have been experiencing explosive growth. 
Siddharth ‘Sid’ Pai, a partner and head of the 
Indian operations at TPI, a sourcing advisory solutions 
company, echoes Pai's concerns. Being a consultant who 
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plays the matchmaker between global companies want- 
ing to outsource IT and Indian vendors, Pai gets to keep 
a finger on the industry pulse. And he believes that 
India’s rr majors should start worrying. “Indian rr 
companies started life as body shoppers (literally, hir- 
ing out ‘techno coolies’), evolved into the much cele- 
brated Global Delivery Model, but will now have to 
reinvent themselves,” he says. To support his argument, 
Pai points to one practical problem the IT biggies are 
likely to run into: of having to manage a workforce of 
more than 100,000 in the near future. “There will 
come a tipping point—though nobody knows when ex- 
actly—when handling scale itself will become an issue,” 
notes Pai. “The time for Indian 11 companies to reinvent 
is now, when everything is going well.” 

How do the global IT giants such as IBM and 
Accenture manage their vast workforce (IBM Global 
Services employs 190,000 people and Accenture 
133,000)? Presumably, with great difficulty and skill. 
But there’s an important difference between them and 
their Indian competitors. Their workforce is far more 


TCS: India's biggest, this vendor 
_ has productised some of its service 
- offerings, allowing it to customise 
them at no great extra effort or cost 
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productive and profitable. Wipro's Nandy points out 
that the earnings before interest and tax (EBIT) per 
employee is in the low-to-mid $20,000 (Rs 9 lakh). “In 
contrast, the EBIT per employee for TCS, Wipro and 
Infosys ranges from $10,000 to $12,000 (Rs 4.5-5.4 
lakh). We need to get this right,” he says. 

Vineet Nayar, President of HCL Technolgies, agrees 
that things need to be improved. He says that there is 
very little to differentiate the top 10-20 Indian rr com- 
panies, since every one has some sort of CMM level 5 
certification and thousands of employees doing the 
same cost-based work. While that may have been a 
source of advantage some years ago, it is no longer the 
case. Why? Because the global rr giants—IBM, Accenture, 
EDS, CapGemini, and Perot Systems—themselves have 
set up back offices in India. As a result, a large chunk of 
the outsourced IT market has become commoditised, 
especially after the advent of concepts such as service- 
oriented architecture and software as a service. In 
fact, the process of application development itself has 
become highly automated. “Indian companies will 
have to evolve a differentiated strategy to stay 
competitive in this market," says Nayar. 
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The Game Changes 

It is evident that Indian players recognise the need to 
change and, in fact, have taken some steps towards mov- 
ing to, what could be called, Ver. 3.0 (if body shopping 
can be considered Ver. 1.0 and the global delivery 
model, Ver. 2.0). At the Tier-I companies, this rein- 
vention goes under different names. Infosys calls it 
GDM Plus, Tcs has named it GNDM (where N stands for 
Network), while Wipro's Nandy calls it GDM II. In a re- 
search paper to be published shortly, Senior Analyst and 
Country Head of Forrester Research (India), Sudin 
Apte, argues that Tier-I players have already recognised 
this need and are embracing innovative concepts such 
as solution accelerators and agile development to grow 
without adding pro rata bodies and costs (See Indian IT 
is Fast Polarising). 

One way to reduce the linearity between revenue 
and employee numbers as well as to increase revenue 
and profit per employee will be to grow high-margin 
areas of the business like consulting. Kris Goplakrishnan, 
President and coo of Infosys says, “This is precisely why 
we invested $20 million (Rs 90 crore) to jump-start our 
consulting arm; we needed to get the ear of CxO-level 


Power your business in 
more ways than one with 
ouzlon's Wind Energy. 


Wind energy maximizes profitability and increases efficiency. It's the fastest way to install 


power capacity. Six months is all it takes. It's also an abundant, sustainable and renewable 
energy source. What's more, it's environment-friendly and a key currency in carbon credits. 
So let the wind spread its magic into your business with Suzlon. Asia's largest and the world's 
oth largest wind turbine manufacturer*. Offering you end-to-end wind energy solutions with 
turbines that cater to every need, big or small. And that's why we are the market leaders in 
India with a 5396* share, in 2005-06. We have operations in India, Brazil, Europe, USA, China, 


Australia, New Zealand and Korea. Energise your business with Suzlon. 


‘India has been blessed with harnessable wind energy potential of over 45000 MW” * 


Wind Energy, India and Suzlon** 


' [ 
renewal io era\ nst Vise: 
í $ 


จ จ งา ร ร ทร จ ร รั 


๒ 










bt cover story 


HCL Tech: It believes that the top 


IT companies offer more or less 


differentiated strategy is vital. 


executives.” Deepak Khosla, Senior vp of Patni, says 
that the cxo relationships are important because Indian 
players will have to transform themselves from being 
good low-cost executors of projects to business advisors, 
and this role requires access to the C-Suite. This requires 
a change in both skill-set and mindset of employees, 
err..., consultants. That would also enable them to bill 
clients on outcomes rather than cost savings. Three years 
after devoting serious attention to growing their con- 
sulting practices, the Tier-I vendors have tasted some 
success—5-8 per cent of their revenues now come 
from consulting. 

Srinivas Vadlamani, CFO of Hyderabad-based Satyam 
Computer Services, says that Indian players will have to 
additionally look at growing key verticals such as IMs 
(Infrastructure Management Services), 51 (System 
Integration), extended engineering solutions or out- 
sourced R&D. “Areas like testing and ADM (Application 
Development and Maintenance) will remain fast grow- 
ing verticals, but most of those are commodity play with 
little room to dramatically improve margins,” he says. 


VIVAN MEHRA 





Automating Low End 

How do you beat the billing pressure in low-end com- 
modity work? By letting software, and not your valu- 
able software engineer, do most of the work. It’s called 
productising your service offerings, but does not nec- 
essarily mean a shrink-wrapped product like the 
Microsoft Vista. Explains N. Chandrasekaran, Executive 
Vice President and Head of Global Sales & Operations, 
TCS: “There are three layers: technology, functional and 





Focus on Consulting: Derive greater portion of income from 
Consulting, which generates higher margins. At present 
Tier-| Indian companies derive anywhere between 5-8 per 
cent of their revenues from consulting. 


Target Specific Verticals: Grow verticals like IMS, SI 
and Retail which are not just revenue but margin accre- 
tive as opposed to verticals like testing and ADM. 


Offer Productised Services: Offer productised services in 
the areas of say web security or hosting. Doing so spreads 
development costs over a number of customers. 

Build Frameworks: These could be easily customisable off- 
the-shelf packages, which ensure that one need not rein- 
vent the wheel again and again. 

Develop Layered Applications: Piggyback on enterprise 
software sellers like a SAP, Oracle, Microsoft to develop 
add-ons and value-added applications. 
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Think Service-oriented Architecture: Wherever possible opt 
for SoA as opposed to object oriented architecture, as this 
enables one not to be tied to a particular technology. 
However, customers must agree to it. 


invest in Innovation: Move away from commodity play. 
Create IP. Generate licensing revenues that will add to the 
top line year after year. 


Move from offshore to ‘bestshore’: Recognise that India 
does not have a monopoly on talent. Explore other low-cost 
destinations like China, Vietnam, and East Europe. 


Go ToS: Win more of the Total Outsourcing Solutions con- 
tracts, where margins can be better controlled. 


Invest in Training: It is a people's business at the end of the 
day. So upgrade the skillsets of your employees and also 
invest in enlarging the talent pool itself. 
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NFOSYS SPENDS A WHOPPING $145 MILLION (RS 652.5 CRORE) 
| a year on training its fresh recruits and upgrading the 

skills of existing employees, according to Mohan Das Pai, 
HR head of the company. Satyam’s CFO Srinivas Vadlamani 
says his company will be spending $80 million (Rs 360 
crore) in the current year on employee training. Ditto TCS, 
Wipro, Tech Mahindra and HCL. 

Why does training need such eye-popping budgets? One 
reason is the ever-changing technology environment, 
which means companies need to keep making on-going in- 
vestments in upgrading the skills of their employees and 
keeping them up to date. More important is the second rea- 
son, which Infosys Chairman N.R. Narayana Murthy 
pointed to recently when he said that “about 75 per cent 
of India’s 4 lakh-plus engineers are unemployable.” 

Such is the crisis that companies are being forced to look 
beyond engineers to meet their manpower requirements. 
TCS, for instance, has hired science graduates, who will be 
put through an eight-month intensive training before they 
are put to work. Pai of Infosys says that because of inad- 
equacies in the education system companies are being 
forced to foot the bill of manpower training. 

A Nasscom-McKinsey report has indicated that the 
country would suffer from a shortage of 5 lakh knowledge 
workers by 2010. With the IT industry hiring more than a 
lakh of people this year alone, companies will be faced with 
ever mounting training bills, unless flaws in the education 
system are addressed. While most of the IT companies are 
working with universities and colleges to rectify this, they 
are scared of the bureaucratic maze within the education 
system, not to mention the various lobbies within it. 
Some of them are, therefore, looking at alternate mod- 


customisable layers. Some of our offerings in the 
financial services space have been productised, where 
only the customisable layer is tweaked and the rest is in 
the form of a product.” Wipro also has similar pro- 
ductised services in several areas, including web secu- 
rity and hosting (See The Value Boosters). 

In fact, some consultants would have the Tier-I 
players take greater risk—invest in creating intellectual 
property (IP). “If you look at IBM, Accenture and HP, a 
significant portion of their revenues comes from li- 
censing and royalty. Indian IT firms have to create 
their own intellectual property so they can get recurring 
income from a one-time investment,” says S. Sabyasachi, 
Research Director of neorr, a strategic advisory firm. 
Interestingly enough, that's already happening. 
Gopalakrishnan of Infosys points out that his company 


82 BUSINESS TODAY FEBRUARY I1 2007 


DEEPAK G. l'AWAR 





Infosys' Mysore Institute: A monument to its people 


els to mitigate the manpower shortage. Says Sudip Nandy, 
Chief Strategy Officer of Wipro: "As global proponents of out- 
sourcing, we have to examine whether Indian IT companies 
can look at outsourcing their own training." NIIT already 
offers a customised training package in association with ICICI 
Bank for entry-level jobs in the financial services industry. 
This is how it works: Anyone who meets certain crite- 
rion can sign up for the training and upon completion, apply 
for a job in the the industry (currently, only ICICI Bank). 
"What this also does," says Nandy, "is to transfer the 
burden of training cost from the company to the prospec- 
tive employee. This is a good model and | think all of us will 
have to seriously examine it." 


has already made 100 patent filings of which 20 have 
received preliminary approvals. Wipro, too, has created 
extensive IP, especially in visti design and outsourced 
R&D, which are its areas of strength. 

Finally, Indian vendors may have to look outside of 
India for talent. So far, offshore has largely meant 
India, but, as Wipro's Nandy points out, no one country 
has a monopoly on software talent. *We have to move 
from offshore to *bestshore'. Explore talent in countries 
like China, the Philippines, Malaysia and East Europe," 
he says. It seems Indian rr's Ver. 3.0 may not be too long 
in coming. Satyam Computer, for instance, already 
has a new mantra that sums up the industry challenge: 
‘Beyond Engineers, Beyond India’. 8 

ADDITIONAL REPORTING BY 
RAHUL SACHITANAND 
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y now it has become a routine: 
B come quarterly results season 

and the IT bellwethers—Tata 
Consultancy Services, Infosys and 
Wipro—wow the industry watchers 
with superlative numbers in terms 
of revenue growth and profitability. 
All's well, happy investors say, with 
the Indian offshore model. If only 
they cared to look closely enough, 
they would find a different story. Let 
me delineate the important threads of 
the changing story, as | see it: 


Indian IT industry is polarising fast: 
The large Indian IT firms—especially 
the top three firms with revenues 
hovering around $3-4 billion 
each—continue to grow profitably 
amidst rising MNC competition, ever 
increasing attrition and complexity 
of deals. They have been growing 
at over 35 per cent, consistently per- 
forming better than the industry av- 
erage. In contrast, an analysis of the 
next 15-18 players (firms with around 
a billion dollars in revenue and 
smaller) reveals a different picture. 
These players—unable to differentiate, 
and beaten by scalability and vol- 
ume pricing of big Indian players—are 
struggling to match the pace of large 
players. The gap between the top 
three and the rest is widening with 
every passing quarter. In addition, 
entrenched MNCs such as IBM and 
Accenture make ‘India advantage’ a 
commodity that is no longer the pre- 
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rogative of Indian firms. A majority of 
firms in this size range recorded, on 
an average, 20 per cent revenue 
increase. Further, comparison of their 
growth and their inability to add 
enough new clients show that not 
only they got fewer orders, but got 
less profitable business as well. 
Average profitability of these 15-18 
firms is half that of the top three, 
and some of them have a very thin 
line dividing profit and loss. 

What is accelerating this polari- 
sation? The common answer is scale, 
but that’s not the only reason. | bel- 
ieve it's their strategic initiatives that 
separate the top three from the rest. 


Scale allows investments to build 
sophistication: Top firms such as 
TCS and Infosys have emerged as 
multi-line, multi-domain firms. Many 
of the service lines of Tier-| are bigger 
than the overall size of most Tier-I| 
and 3 firms. Size offers the top play- 
ers advantages such as low-cost, tier- 
ing of skills, bench affordability, and 
ability to handle large projects vis-à-vis 
Tier-Il and Tier-IIl. They are also able 
to invest enough in building excellence 
and domain expertise. Also, when 
deals get bigger and clients consoli- 
date vendor base, mid-size firms are 
the ones that get dropped. 


Cost and Quality are a given. What's 
next? Offshore companies today are 
facing a fundamental challenge with 
their business model as their tradi- 
tional and unique differentiator—low 
costs and quality—is getting eroded 
with multinational services firms est- 
ablishing themselves in India. An al- 
ready-squeezed human resource mar- 
ket is falling short of growth de- 
mands, increasing staffing costs and 
attrition. The challenge is to remain 
competitive. The top Indian firms 


E 
5 15 





have begun taking some steps in 
that direction. 


Can you grow without adding pro 
rata bodies and costs? The most 
significant initiative is about non-lin- 
ear growth. The Tier-Is are building 
and embracing innovative concepts 
such as solution accelerators and 
agile development, helping them de- 
link revenue growth from sheer 
addition to the workforce. Infosys, 
which leads the pack on this front, 
generates around 7-8 per cent of its 
revenue from such initiatives. Wipro 
is working on improving productivity- 
per-resource and deploying low-cost, 
non-engineering resources. 

Other important initiatives include 
investments in account management 
and sales force refurbishing. As serv- 
ices lines get broader, deals become 
bigger and geographically spread, 
things such as age-old sales models, 
body shop mentality of lower ranks, 
programmers-turned-marketers are 
falling short of client demands and 
new competition. Superior process 
and quality back-end need an equally 
strong front-end—like Infosys’ sales 
force efforts and TCS' training and 
revamped sales processes to improve 
its field face. Besides, the Tier-| play- 
ers are investing in internal manage- 
ment tools—tools dealing with build- 
ing Skill management, dashboards, 
and client visibility, to name a few. 
One rarely sees any substantial efforts 
once you go beyond the top few. 

So don't be surprised if you soon 
find small and mid-sized players, 
barring those that have already carved 
a niche for themselves, either selling 
out or turning into niche, specialised 
players for survival. = 

Sudin Apte is Sr. Analyst & Country 

Head (India), Forrester Research 
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When three of the group's CEOs slip 
into exit mode, something must be 
horribl wrong ‘at Asia’s leading— 
and India’s premier—broadcaster. 
ANUSHA SUBRAMANIAN 





CEO/ STAR India (Corporate & Strategies) 


CEO/ STAR Group (Asia) CEO/ STAR Entertainment 


She didn't exactly hit it off with the local He is believed to be pondering an offer He is said to be planning an entertainment 
top brass in India, point out insiders from NDTV founder Prannoy Roy venture with a domestic conglomerate 
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. a) Michelle Guthrie, CEO, STAR Group (Asia), b) 
Peter Mukerjea, CEO, STAR India (Corporate & 
Strategies), c) Sameer Nair, CEO, STAR 
Entertainment & d) All of the above. = 

This isn't a question that Shah Rukh Khan is 
likely to volley at wannabe millionaires on Kaun 
Banega Crorepati (KBC) III, but you wouldn't need to 
be thrown a lifeline to get the answer. At the time of 
writing last fortnight, Guthrie, who had taken over 
from James Murdoch (son of Rupert Murdoch, Head 
of News Corp., of which the STAR Group is a part), 
had put in her papers, with February 28 being her last 
day at the Hong Kong-headquartered broadcaster. She 
isn't the only one headed for the door. Mukerjea, 
whose exit has been speculated for a couple of months 
now, is also on his way out, one version being that he 
had tendered his resignation in mid-December. Comp- 
leting the picture of intrigue is the third exit, of 
Sameer Nair, a former Chief Operating Officer (Coo), 
who was elevated to the post of CEO of sTAR India's 
broadcasting operations last March. 

When three CEOs reach for the exit button around 
the same time, you don't have to be a cynic to conclude 
that all's not well. In India, even speculation of 
Mukerjea's and Nair's exit, days before the high- 
stakes launch of KBc III, was enough for industry 
watchers to ponder the fate of the country's premier 
broadcaster. That it may be under pressure—both fi- 
nancially and in terms of share of viewership (see 
After Years of Reigning Supreme...)—makes the timing 
of the exits even more dramatic. (As BT went to press, 
a STAR TV spokesperson dismissed talk of the CEOs’ ex- 
its as speculation, even as he let on that an official an- 
nouncement was on the cards). 

Vijay Singh, head of Tetley's operations in emerging 





MN THE PAST FORTNIGHT, THE HIGH-PROFILE - 
executives who quit the STAR TV Group. include: 


‘markets, is tipped to join STAR India as the new CEO. But 


the going won't be easy for Singh, not just because of his 
relative lack of e experience in the Indian broadcasting sec- 
tor, but also because Nair is said to be keen to take along 
with him: key STAR TV personnel. Nair is believed to be 
pondering an offer from NDTV founder Prannoy Roy, 
who has plans of launching an entertainment chan- 
nel. Mukerjea, goes the rumour mill, will start up an en- 
tertainment venture either for a huge domestic con- 
glomerate, or with venture capital. 

At Tetley UK, Singh's designation is Group Comm- 
ercial Director (Developing Markets), based out of 
London. Prior to Tetley, Singh was CEO of Sony Music, 
which he set up from scratch. A product of the Tata 
Administrative Service, he had earlier worked for Tata 
Tea and. was associated with the launch of Kanan 
Devan tea in south India. He then moved to Tata 
Chemicals, where he was involved with the launch 
of Tata Salt. His last assignment with the Tata Group 
was as Marketing Controller at Titan Industries. 

Singh may be just one of the candidates lined up. 
Paul Ailleo, who has succeeded Guthrie as CEO of 
STAR Group Asia, could also be moved to India as a 
stop-gap to ride over the current crisis. A crisis it cer- 
tainly is, what with srAR hardly boasting a second line 
of management worth talking about. But why exactly 
are STAR's head honchos leaving, one by one? Let's start 
with Guthrie, who prior to taking over was legal coun- 
sel at the company. Guthrie's resignation may have 
plenty to do with STAR Asia's performance in the region, 
which apparently hasn't been up to scratch, particularly 
in countries like China and Indonesia. 





From the Indian operations' point of view, Guthrie, 


point out insiders, didn't exactly hit it off with the local 
top brass. One reason for this could well be that 
Mukerjea, at one point, was said to be in the running for 
the Asia CEO slot. Guthrie's management style was also 


After Years of Reigning Supreme, STAR is F inally Under Pressure 


..and Market Share of STAR Plus in India i is Slipping 


Relative share between July 2 % 
Sept. 30, 2006 (%) 


STAR’s Growth May Siow Down... 
no ses 


ISAE se PNPPP RANES MN) MIRA oes เต 0 O 3 0 


เณ ณา ก qe iiti 3 3 ร. ล 3 เด เ 1 ไ ไ 0 





2005 — 
Bl Revenues ($ million) 
*Estimated 


. 2007* 


1+++++ 5 


2006 





Growth. 
Source: MPA research 





Relative share between ง 
Dec. 31, 2006 & Jan. 6, 2007 (%) 






! nri Plus 39 








pana 


Source: Tam Peoplemeter System 


FEBRUARY 11 2007 BUSINESS TODAY 87 


ห ล ร อ 0 ง ม ม 





bt media 


said to be highly-centralised, with 
the Indian management having 
to seek approvals for seemingly 
mundane matters; for instance, 
even seminars organised by the 
Indian arm needed Hong Kong's 
nod. That Guthrie is said to have 
recently set aggressive growth tar- 
gets of 40 per cent would have 
also raised the hackles of the local 
honchos. Unsurprisingly, the 
Indian brass was keen to work 
out a reporting relationship di- 
rectly with the parent company in 
New York. After all, the thinking 
back home is that if the local op- 
erations are contributing over 30- 
40 per cent to STAR Asia’s opera- 
tions, it certainly needs to get a 
bigger say in strategy and deci- 
sion-making. 

The decision of the Hong 
Kong headquarters—led by Gut- 
hrie and President & coo Steve 
Askew (who at the time of writ- 
ing was on a long leave, ostensi- 
bly recovering from a badly frac- 
tured arm)—to recast the Indian 
operations last March, also does- 
n't seem to have played out smoothly. Two posts of CEO 
were created, with Mukerjea as head of corporate 
and Nair as head of broadcasting. Nair, who would, 
pre-recast, report to Mukerjea, now reported to Askew. 
The move, it was felt at that time, was made to keep 
back Nair, who appeared set to accept an offer from a 
rival media house. Coincidentally or otherwise, STAR 
India’s performance—till date spectacular—soon started 
showing signs of flagging. According to television 
viewership monitoring agency, TAM, STAR Plus' relative 
share in the cable and satellite homes in the Hindi- 
speaking markets (age four-plus) has dropped from 49 
per cent in 2005 to 44 per cent between July and 
September 2006. The relative channel share further 
dipped to 41 per cent between the quarter October 
2006 and December 2006. During the same period, 
Zee TV moved up from 13 per cent to 22 per cent, a 
share it has held on to till December. For the first 
week of 2007, srAR Plus' relative share has further 
dropped to 39 per cent. As against this, the channel 
shares of both Zee and Sony have moved up. 

But observers warn that too much shouldn't be 
read into these numbers. "These are cyclical trends. 
While, yes, Zee is bridging the gap in terms of viewer- 
ship, STAR does not have to worry as it is still way 


FOUNDER/ News Corp 
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His Asian broadcasting ops, a standout performer 
in the past five years, need an urgent fix 





ahead. STAR India is also now 
working towards being a full- 
fledged integrated media com- 
pany. They have also realised that 
being a mere broadcaster will not 
work for too long," says Vivek 
Couto, Executive Director, Media 
Partners Asia, a Hong Kong-based 
media research firm. 

Advertising industry sources 
say that even the advertising rates 
that STAR's flagship channel's 
primetime serials command are 
off peak rates by 20-30 per cent. 
For instance, a 10-second spot 
on Star Plus' highest-rated shows 
such as Kyunki Saas Bhi Kabhi 
Babu Thi and Kahani Ghar Ghar 
Ki cost Rs 2.5 lakh till about a 
year ago. Today, the rate has 
dipped to about Rs 1.5 to Rs 1.8 
lakh. However, the rate card 
shows that soaps such as KGGK 
and KSBKBT command Rs 2.38 
lakh and Rs 2.72 lakh, respec- 
tively, for 10 seconds. Says a sen- 
ior media analyst with a Global 
Four consultancy firm: “It is pre- 
carious time for STAR on three 
counts. First, Zee TV is coming close in terms of view- 
ership ratings, secondly, stakes are riding high on KBC III 
and lastly, with the icc World Cup in March-April 
2007, big advertisers are all committed to cricket.” 

STAR TV officials counter that STAR Plus has locked 
in Rs 130 crore of sponsorship for 52 episodes of 
KBC III. “We have got 14 fixed sponsors and six brands, 
which will be integrated into KBC itself. Soon, all spots 
will be sold for the 52-episode run, which will end on 
April 22,” says Paritosh Joshi, President (Advertising 
Sales & Distribution), STAR TV. Joshi explains that 
STAR Plus is selling 12 minutes of inventory for each 
episode of KBC of which 11 minutes have been al- 
ready sold to the sponsors. “We have actually sold out 
till the end of February. So, that leaves us with one 
month of March and three weeks of April, which 
should not be a difficult task, as the programme would 
have already gathered its TRPs and would have estab- 
lished itself,” Joshi adds. Media analysts feel that if KBC 
III pulls through successfully, STAR India would have all 
but sailed through the current crisis. But without Nair 
and Mukerjea—who, in that order, were responsible for 
turning around STAR India’s fortunes with the first 
run of KBC—that may be one of the biggest ifs in the his- 
tory of Indian cable and satellite television. 8 
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Winner of the Business Equipment Digest Award, 
November 2005 Telecommunications Category 
(KX-TESB24) 
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the brand, and for the movie. 


ANUSHA SUBRAMANIAN & DEEPTI KHANNA BOSE 


HE HERO OF MANI RATNAM’S BLOCKBUSTER 
Guru is also a bicycle. At least that’s what 
the marketing honchos at Munjal group 
company Hero Cycles would like to believe, 
with due apologies to Abhishek Bachchan, 
who as Guru emerges out of humble beginnings to 
develop into a business tycoon, a /a the late Dhirubhai 
Ambani. The female protagonist of the film, Aishwarya 
Rai, as Guru’s wife, duly cavorts with Bachchan through 
the film, except for at least one scene when she’s 
firmly perched on the seat of a Hero cycle, her power 
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Move over in-film advertising. Out-of-film, 
or associative marketing, is the latest mantra 
in Bollywood. The twin benefit: Mileage for 


on the pedals perhaps proportionate to Guru’s burning 
desire to amass wealth. A smart product placement in 
movie, you would say. Maybe, but it doesn't end 
there. Hero Cycles, for its part, had begun running a 30- 
second ad film with a shot from the film of Ms Rai rid- 
ing a Hero cycle, with the soundtrack of Guru and the 
countryside for company. 

Welcome to the ritzy-glitzy world of associative 
marketing, also known as out-of-film marketing, where 
a movie lends its name to sell a brand with what are 
known in industry lingo as ‘promotion tabs,’ even as the 
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FILMS/ ASSOCIATING BRANDS 


๑ McDonald's 
e Speed 

e Pepe 

e Suzuki Zeus 

e Coke C i ร a ม ค ง ล! 


TOTAL VALUE FROM MEDIA TIE-UP 
< Rs 5 crore 
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è Reliance Energy 

è Reliance Communications 
e Good Day 

e MSN Live Messenger 


TOTAL VALUE FROM MEDIA TIE-UP 
Rs 5 crore 


๑ Garnier 

e Louis Philippe 
s Citibank 

e Oakley 

æ Motorola 

e Tag Heuer 

๑ Airtel 

e Hungama.com 


TOTAL VALUE FROM MEDIA TIE-UP 
Rs 12 crore 
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è Lifebuoy 

e HP Power 

๑ Acron Rangeela 

e Hansaplast 

e John Players 

s Pantaloon Retail 

e Singapore Tourism 

TJ 8 TZ NB TOTAL VALUE FROM MEDIA TIE-UP 


w Rs 22 crore 
Cf AÀ ake : 
Lewes Zé e ITZ Cash 
NS } x Ë 0 B Y TOTAL VALUE FROM MEDIA TIE-UP 
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producers rake in the moolah by allowing brands to use their films as 


advertising \ ehicles. Guru-Hero Cycles is the latest example—4 ther è Bombay Dyeing 
promotion tabs in Guru are for Blackberrys suitings, and Intex office e Yamaha 
automation systems—and not an isolated one. Before that Coca-Cola TOTAL VALUE FROM MEDIA TIE-UP 





flagged off its Coke Uthale, Dhoom Macbale campaign, with Hrithik Rs 2.5 crore 
Roshan endorsing the brand in the same gear he's seen sporting in T 
Dhoom II. In fact, this commercial has even been shot by the direc- 


s | ! e ; | ๑ Compaq Presario 
tor of Dhoom II, Sanjay Gadhvi. Then there's the remake of Don, in paq 


| Sas! | 7 | e Videocon 
which Garnier Naturals rather ingeniously promotes its hair colour e Airtel 
with the song Yeh Mera Dil, picturised on Kareena Kapoor. Also, the TOTAL VALUE FROM MEDIA TIE-UP 
A.V. Birla group's apparel brand, Louis Philippe, has chosen the movie Rs 5 crore 


oTHER ค เพ ร . ไ จ ร 20 crore 


Source: P9 Integrated 





bt film marketing 


to launch its ‘Don line of clothing’. The campaign 
with a dapper Shah Rukh Khan adorned in Louis 
Philippe threads isn’t exactly subtle: Louis Philippe, in- 
spired by Don, goes the slogan. The Louis Philippe col- 
lection was in turn promoted in the film. Amongst 
the flicks in the pipeline, Vipul Shah’s Namaste London, 
which revolves around an NRI wedding, is understood 
to have roped in Bharatmatrimony.com for associative 
marketing, via a multimedia campaign. And in a yet un- 
named film, in which Rani Mukherjee is apparently 
playing a high-class sex worker, a phone from the 
Vertu Constellation series—price tag: Rs 3,00,000—is 
said to be keeping her company, too. 

Clearly, producers and marketers have realised 
that one surefire way through the clutter—of film and 
product/service promos—is the out-of-film route. 
Nudging a film’s protagonist into an advertising cam- 
paign in an avatar that’s similar to his/her role, it 
would seem, is a great way to endorse a brand as well 
as the movie at one go. Says Navin Shah, CEO of P9 
Integrated, an integrated marketing communications 
agency: “In the current entertainment scenario, tradi- 
tional strategies are not working effectively in the new 
media space. Consumers have become demanding and 
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therefore brands have to come up with new ideas 
constantly. In a country like India, movies are one 
thing that appeal to everyone. And with more organised 
players in this space and also with the emergence of 
multiplexes, films as a marketing tool have become 
important for most brands and vice versa.” P9 
Integrated has positioned itself as a provider of 360- 
degree solutions in the space of motion pictures, en- 
tertainment products and television content. P9 struck 
the deal for Blackberrys and Intex for a multimedia cam- 
paign with Guru. 

If marketers are gravitating towards films, the move 
may have plenty to do with television losing out in 
effectiveness as a vehicle for communicating messages 
to viewers. Says Sanjay Bhutiani, Director, B.R. Films: 
“A movie today is getting released in India in more than 
1,000 prints. If on an average 100 people are watching 
one show of a film, that’s 1 lakh people. If you have 
four shows, it's 4 lakh, and if it’s 12 you've got an au- 
dience of 12 lakh. It’s a fantastic opportunity for ad- 
vertisers. With television you don’t even know if peo- 
ple are watching the advertisement; with movies you've 
got a captive audience. Which other medium gives 
you that sort of exposure?” Adds Prabhat Choudhary, 

a marketing and communications spe- 
cialist with Spice, an entertainment-fo- 
cussed agency: “Films themselves have 
become big brands now and with more 

sophisticated marketing tools well-es- 
tablished brands want to ride on films 
for better and closer visibility.” 
It’s this huge opportunity that’s 
persuaded a rash of entertainment 
and communication-related firms— 
right from media-buying houses to 
multiplex chains to television software 
producers—to cosy up to Bollywood. Shah of P9 esti- 
mates that “at least 25-30 corporate houses have got 
into the business of Bollywood film-making.” Media 
buying houses like Broadmind, Starcom, Madison 
and, of course, P9 are working closely with the film uni- 
verse. And Reliance with Ad Labs and TV18, with a new 


outfit christened Studio 18, is also eyeing a slice of 


Bollywood. Interestingly, Bhutiani of B.R. Films has an 
advertising background—rather than films—and 15 
quick to point out that it is not unusual for Bollywood 
these days to employ people with experience in brand- 
building, marketing and advertising. 

To be sure, the relationship between brands and 
films has been underway for some time now. It began 
with plain vanilla in-film placements, and moved on to 
the movie-cum-commercial format, as Castaway was for 
FedEx, and You’ve Got Mail for AOL, in Hollywood. 
Back home, Ram Gopal Varma’s Road did something 


i DG ta aa ea 


"e b^. 





Fujitsu General 


The only air-conditioner that keeps aesthetics in mind, 
your office in comfort and your finances in check 


DC inverter control compressor - for up to 50% power saving 


MM OCTA E" í ne CLASE GENER?) 
A Stir. § AVE if SERIES 
gy Bs High efficiency refrigerant R410A ! Long piping design - max o ๑ 


Variable Refrigerant Flow System เอ ก ด แห 150m, height 50m | Easy installation & maintenance AIR CONDITIONERS 


Advanced control options ! Connect up to 48 indoor units, with capacities from 6,000 to 90,000 BTU The Extreme Machine 


The @GENERAL range includes Highwall, Ceiling-wall, Cassettes, Multisplit - DC Inverter, Ductables and Windows. Heat-pump models also available. 


Visit www.generalindia.com or contact info(oetageneral.com 


ETA GENERAL Pvt. Ltd., Corporate Office - Chennai: Ph: 28297627-30. Fax: 28297634. Regional Offices: New Delhi: Ph: 24649268 Mumbai: Ph: 26865334 - 37 
Kolkata: Ph: 22836508 Branch Offices: Ahmedabad: Ph: 26743260 Bangalore: Ph: 25356711 Bhubaneshwar: 9861226968 Chandigarh: Ph: 5087288 - 90 
Hyderabad: Ph: 66323530 Vijayawada: 9849157606 Indore: Ph: 9893078731 Jaipur: Ph: 3966080 Kochi: 4010638 Nagpur: Ph: 9371177785 Pune: Ph: 26051310 
Surat: Ph: 98980-89591. 








similar with Tata Safari, with the automobile captured 
in virtually every frame of the movie. These days, 
though, in-film advertising is passé, or rather just one 
prong of the communication strategy. Earlier this 
year, Lenovo, the laptop maker, used clippings of 
Madhur Bhandarkar’s Corporate showing Bipasha 
Basu as a suave businesswoman, attending meetings 
armed with a Lenovo laptop. Apart from associative 
marketing, Lenovo also did an in-film placement in 
Corporate. Motorola and Tag Heuer got associated with 
Don (Shah Rukh Khan is also the brand ambassador for 
Tag Heuer), Lifebuoy, HP Power and John Players 
hooked up with Krrish, whilst Compaq Presario, Airtel 
and Videocon got associated with Kabhi Alvida Na 
Kehna (again SRK is the brand ambassador for all the 
three brands) for associative marketing. And Kotak 
Life Insurance tied up with the film Babu/—for an 
in-film insertion as well as an ad commercial. 

By allying with films like Guru and Don, Blackberrys 
and Louis Philippe are merely leveraging the power of 
the brand. Indeed, clothing lines have for long been 
inspired by Bollywood films: For example, Madhuri 
Dixit's Hum Aapke Hain Kaun ghagra cholis and Hema 
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Malini’s Baghban sarees sold like hot cakes with the 
masses, but the difference was that the advertisements 
for these products were generally by word of mouth in 
the largely unorganised sector. Marketers today are 
attempting to create a fit between film characters and 
their brands. Says Hemchandra Javeri, President, 
Madura Garments: “Don, which epitomises fashion, 
style and sophistication, has been a cult film for decades 
now. Louis Philippe also portrays similar attributes.” 
Adds Darshan Bhalla, cro, Madison & Teamwork 
Entertainment Services (MATES), which struck the deal 
between Louis Philippe and Don: “Films are on a 
high note in our country, and to that extent a film can 
work as a multiplier for that brand. 

Lenovo is another brand that’s cottoned on to 
the associative marketing mantra. As Rahul Agarwal, 
General Manager (Marketing) for Lenovo South Asia, 
says: “We are a new brand and we are constantly 
looking at newer ways to reach to our consumers 
and create a brand recall. Films and Tv shows are 
one such method. We found that the script of 
Corporate was relevant and a perfect brand fit. We did 
15 minutes of brand placement for Lenovo Notebook, 
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which is quite a bit.” Lenovo has also tied up with 
Metro, yet another Madhur Bhandarkar film, which is 
slated for release, for in-film placement. 

Industry observers aver that associative marketing 
is a more comprehensive solution than just in-film 
placement, and hence more economical. Shah explains 
that in-film placements are constrained by a huge time 
lag (in the sense that in-film placements have to be 
thought through right from the script stage and then 
one has to wait till the film is released in the box office 
and thereafter for a few weeks to realise its potential). 
Also, it’s a high-risk model to the extent that the fate of 
the product is dependent on the film’s success. “The re- 
call value via associative marketing is higher and the re- 
turn on investment (ROI) for a brand is nothing less than 
three times. The ROI for an in-film placement is any- 
where between 0.5-20 times but it is dependent on the 
success of the film," says Shah. 

Unlike conventional television ads, promotional 
tabs aren't a function of secondage (10 or 30 second 
spots) but of weeks. Their shelf life typically extends to 
five-six weeks—three weeks before release and a few 
post-release—and the cost of a campaign, depending on 
whether it is single or multimedia, can range from Rs 
40 lakh to Rs 4 crore. In-film placements are cheaper, 
in the Rs 5 lakh-1 crore bracket, depending on the size 
of the film, its star cast and how integral the brand is to 
the film. *From a producer's perspective it gives the film 
a good recall value before release. Even if it's co- 
branded and the Tvc is skewed towards the brand it still 
works for the film,” says Bhalla of MATES. 

Marketers for their part are encouraged by the re- 
sults of in-film placements combined with promotional 
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“With movies you have got ล captive audience for an ad, unlike with television” 


tabs. Agarwal of Lenovo—which apparently sets aside 
5-15 per cent of its consumer marketing budget for such 
activities—is pleased with the response. Javeri of 
Madura Garments says the Don collection has been sold 
out. It isn’t as if associative marketing is devoid of 
risk. The core idea of the brand and the film has to 
match for the association to work. The creative of 
the promotional tab too is crucial, and could determine 
whether the association works or not. 

Yet, as more and more marketers begin to ride the 
wave of associative marketing, the fledgling trend itself 
is expected to mature. Shah believes that in another 
6-24 months, films and brands will collaborate on 
some serious innovations—just like Ray-Ban did in the 
Us, when it created a special *Ray-Ban-Me In Black’ se- 
ries. “That is going to be the next step in Bollywood film 
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marketing innovation. Which means brands will associate 
with a film, and they will create a special, limited-edition 
product based on the film, and they will put in a serious 
marketing budget to promote the product and probably 
they will achieve some continuous growth," says Shah. 
The Ray-Ban-MiB series was a huge success, selling 
more in six months than Ray-Ban's entire catalogue for 
the season. Shah adds that once such innovations set in, 
“a Rs 80-crore market of associated marketing will 
become a Rs 800-crore market." That day can't be 
too far away. Already, at the time of writing, at least 
three films were in various stages of production, which 
interestingly are being weaved around brands, which are 
the co-producers, coughing up half of the film's overall 
production costs. The heroes of those films clearly are 
stacked up against some serious competition! 8I 
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A one-stop shop: Godrej Aadhar runs 31 centres in the country that service 15-25 villages each, At these outlets, 
farmers can get their soil tested, pick up fertilisers and also buy groceries 





Salvation 


เท ล sachet 


Rural marketing sounds great, but some 320 million Indians reside in 
villages that most marketers find impossible and unviable to penetrate. 
Now, a clutch of brands is attempting to go where none has gone before. 


T.V. MAHALINGAM 


ANDURBAR, LIKE MOST OF INDIA, LIVES IN ITS 
villages. A predominantly tribal district 
in north Maharashtra, Nandurbar has a 
population of 13 lakh, more than 11 
lakh of which lives in small, far-flung vil- 
lages. Nearly half of them cannot read or write. Simply 
put, Nandurbar is as rural as it can get. The district's 
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central town, however, does not reflect this back- 
wardness. Motorola RAZR and Nokia Nseries phones 
blare Himesh Reshammiya polyphonic ringtones. 
Pepsi and Coke compete with domestic brands like 
Taaza and Aam Ras. A hoarding proclaims the lethal 
power of Good Knight coils, not mats, on mosquitoes. 

[t's a different story in Nandurbar's 500-odd villages. 


BOREAS: 


One of them is Horapalli. The apology of a road that 
connects Nandurbar to Horapalli quickly transforms into 
a steep muddy road. Locals say the road is being built 
since 1967. When you finally get to Horappalli village, 
o Ma Ve after walking a couple of kilometers (most vehicles 
FSK NASS EMS give up), you realise there are just two very small shops 
145,149 Pi a | which stock limited supplies. Loose sugar, tea and bis- 
— | cuits are big sellers. Most packaged products are local 
brands like Crown coconut oil. The shops, which cater 
to 1,700 people, together have a turnover of Rs 5,000 
a month. That’s almost Rs 2 spent per person per 
i month. A pack of Parle-G costs Rs 5 at Horapalli—a ru- 
MUGS pee more than what it costs at Akkalkuwa—the nearest 
Rubs —— tehsil, 45 km away. | 
Aste — Horapalli illustrates two things. One, the limited 
spending power in the smaller villages of rural India— 
Horapalli is full of marginal farmers or landless labour- 
ers. Two, people in interior India, for whom a rupee 
matters the most, are forced to spend that extra rupee 
on buying quality branded products. “The further away 
: |. the villages are from city centres, the higher is the cost 
== of quality branded products," says Pradeep Kashyap, 
—Ç 00 Team Leader of rural marketing and research agency 
MART India. Rural retailers have to incur higher costs to 
get these products to the market, often by travelling to 
towns in their own vehicles. 


Unviable Markets 


India's rural population, at 742 million—larger than the 
population of the EU and the Us put together—lives in six 
lakh-plus villages. A lakh of these hold 50 per cent of the 
rural population and 60 per cent of its total wealth. 
Clearly, the fortune for marketers may be at the bottom 
of the pyramid but—with due apologies to C.K. 
Prahalad—the wealth in rural India, as Kashyap points 
out, is at the top of the pyramid and not at the bottom. 
The upshot? Roughly 320 million of the population re- 
siding in five lakh villages are not target customers for 
marketers, simply because it isn't viable to cater to 
them. Most of these villages, like Horapalli, have a 
population of less than 2,000, and every marketer's mojo 
—‘critical mass'—4s tough to attain. As Ali Harris, 
Britannia’s Brand Manager for Tiger Biscuits, says: “If 
I go to a shop in Mumbai, I will sell Rs 5,000 worth of 
stock and my cost to reach that outlet is next to noth- 
ing. If I need to reach an interior village, I would have 
to hire a van from the nearest town, and then probably 
sell Rs 50 worth of stock in the village." The other rea- 
son for brands not being able to penetrate the rural 
boondocks has got to do with the sheer physical effort 
involved. According to a nationwide survey conducted 
by consultants McKinsey & Co, of 593 rural districts, 
248 are "deprived" and lack basic infrastructure like all- 
weather roads. Adil Zainulbhai, Managing Director, 








lagi 











š 





e 
QR 
SSF33252 


aS 


ณ 0 00 


5 


2 





Ji Hd VH 





^ 





D 


i¥d ร ห พ ม AS 


E 
i 





1 


FEBRUARY 11 2007 BUSINESS TODAY 99 


bt rural mar 


k ชี บ LS 


UMESH GOSWAMI 





Signalling change: Telecom networks are reaching more villages 


McKinsey & Co, says: “Almost half of India’s rural pop- 
ulation does not have access to good roads and decent 
infrastructure.” 

Often, the quality of the roads is almost directly 
proportional to the quality and variety of products 
available in rural India. In fact, according to market 
research agency Hansa Research, the average shop in ru- 
ral India stocks just about 29 brands from 14 FMCG 
(fast moving consumer goods) categories. That can vary 
from 13 product categories and 27 brands in eastern India 
to almost 16 products and 40 brands in Andhra Pradesh. 
A significant portion of these brands are also locally-made 
labels, which may not be up to the mark in terms of qual- 
ity. Interestingly, more than 50 per cent of rural house- 
wives purchase goods from outside their villages (in 
nearby towns) as village shops often quote higher prices. 


Smaller Packs, Greater Returns 
There's doubtless potential that's yet to be unlocked in 


most of rural India, and marketers can do so by finding 
more cost-effective ways to penetrate deeper even as they 
strive to make their products more affordable. McKinsey 
& Co predicts that given the right investment in rural in- 
frastructure, the rural market may be worth $500-600 
billion by 2020. Industry body ASSOCHAM projects that 
growth in the FMCG segment is likely to be driven by in- 
creased consumption in rural and semi-urban areas, 
and it is contribution from these regions that will pro- 
pel the industry to a market size of Rs 1,23,363 crore by 
2012 from the present figure of Rs 70,000 crore. 

Those figures are also not lost on some of the 
country's biggest marketers of FMCG products, consumer 
durables and telecom services, to name three of the cat- 
egories that are most relevant to rural India. The suc- 
cess of companies like HLL, Parle, CavinKare, Britannia, 
LG, ITC, Godrej and telecom service providers (not to 
mention local brands like Ghari detergent) in tapping 
the rural markets is validation that a market exists in ru- 
ral India. HLL, for instance, flagged off Project Shakti pri- 
marily to reach out to the villages its conventional 
network can't. Today, Shakti goes into 100,000 villages, 
and the company is targeting half-a-million villages 
by 2010. 

Shampoos and packaged biscuits are two great 
examples of rural India's hunger for branded prod- 
ucts. In 2000, shampoo penetration in rural India was 
a meagre 13.3 per cent. Today, a third of the rural pop- 
ulation uses shampoo. Sachets at affordable price points 
are being pushed by companies like HLL and CavinKare 
in the rural market. Says CavinKare Managing Director 
C.K. Ranganathan: *We have adopted special packag- 
ing for the rural market. The price starts at 50 paise for 
a sachet of shampoo to Rs 5 for a fairness cream (for a 
week's usage). But most products are designed for one- 
off use." CavinKare is growing at 25 per cent in rural 
areas compared to 15 per cent in urban centres. Today, 
86 per cent of all shampoo sales in the rural markets hap- 
pen through sachets, according to data from Hansa 


Penetration of Durables and Penetration of Food and Beverage Penetration of Personal and 
Transportation Products (96) Products (96) Household Products (76) 
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research. In urban areas, that figure is 69 per cent. 


A Tale of Two Rural Indias 

It’s not that rural India is just a market for biscuits and 
shampoo sachets. Experts like Kashyap believe that the 
rural durables market has great potential—provided 
companies find a way of tapping it. “In the next five 
years, I expect nearly 70 million rural households to 
have television sets, mobile connections and two- 
wheelers compared to 48 million households in urban 
India,” he says. It's a trend that companies like LG 
have seen and have profited from. *Rural consumers 
are increasingly opting for colour Tvs over black & 
white ones, the entry-level models are slowly but 
steadily changing from 14" to the 20"-plus range. 
The rough price range for these sets is about Rs 5,000- 
plus for rural markets and Rs 7,500-plus for B & C class 
cities," says Girish Rao, Vice President (Marketing 
and Sales), LG Electronics India. LG targeted its 
Sampoorna range of television sets at the rural customer 
and today 35 per cent of sales come from its 
‘rural offices’. 

If anything, the explosive growth of telecom is an 
indication of the market for costlier products in rural 
India. Even in a village like Horapalli, the sarpanch, 
who is a marginal farmer, has a basic model cell phone. 
It is another issue that whenever he wants to use it, he 
climbs on top of the biggest rock in his village to 
“catch the signal”. In prosperous agrarian belts of 
states like Punjab, Tamil Nadu, Karnataka, Maharashtra 
and parts of Uttar Pradesh, farmers can afford to buy 
Motorola phones. It is to tap markets like these that 
global cellular phone giants like Motorola have forged 
alliances with rural retailers like rrc's eChoupal, DCM 
group's Hariyali Kisaan Bazaar and Godrej's Aadhaar 
outlets. And the response has surprised Motorola. 
*We thought that cheaper phones would sell. We 
were pleasantly surprised to find that it was the mid-tier 
and top tier phones that were in demand in rural ar- 
eas... ones with FM capability and high memory," 
says Sudhir Agarwal, Director (Sales) for mobile devices 
at Motorola India. He adds that though most of these 
places do not have FM radio stations, they have com- 
munity radio, which they use these phones to tune into. 
Telecom service providers like Airtel and Idea are not 
only pushing cheap post-paid cards but are also tying 
up with handset manufacturers like Motorola to make 
inroads into the rural market. 


The Big Rural Shops 


The problem with rural markets, as with internet con- 
nectivity, is the last mile. It is this last mile that outlets 
like Godrej Aadhar and Hariyali Kisaan Bazaar are try- 
ing to plug. At a Godrej Aadhar outlet, farmers can get 
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Sachet success: Affordability is the key word here 


their soil tested for Rs 50 or pick up fertilisers or soil 
nutrients, in addition to buying groceries. Basically, 
outlets like Aadhar and Hariyali Kisaan Bazaar are 
the equivalent of supermarkets in rural India—a one- 
stop shop for farmers. 

*Our 31 Aadhar centres in India service 15-25 
villages each. We want to take this number up to 
1,000 centres in five years to service 20,000 villages," 
says C.K. Vaidya, MD, Godrej Agrovet, which clocked 
revenues of about Rs 1,000 crore last year, 75-80 per 
cent of which were from selling compound animal 
feed to rural India. Similarly, each Hariyali Kisaan 
Bazaar outlet caters to 50,000-70,000 acres of agri- 
cultural land and reaches out to 15,000 farmers. There 
are 33 such stores all over India. 

Such initiatives—in tandem with government in- 
vestment in rural infrastructure—can go some way 
in catalysing prosperity in the country’s interiors. With 
increasing media penetration, quality and choices are 
things that rural India is increasingly becoming aware 
of. “The same electronic media and channels reach all 
parts of the country and so, everyone aspires for the 
same things. They are aware of what is available—they 
might want to compromise only if they cannot af- 
ford it,” says Vaidya. Spending power in India’s small- 
est villages is no doubt limited but the sheer number of 
people living there makes them difficult for marketers 
to ignore. They may be difficult to penetrate too, but 
cost-effective intervention—not just in terms of reach- 
ing out but also in terms of product offerings—is the 
need of the day. 8 

ADDITIONAL REPORTING BY SHIVANI LATH, 
RAHUL SACHITANAND, E. KUMAR SHARMA, 
PALLAVI SRIVASTAVA AND NITYA VARADARAJAN 
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CASE STUDY: TANGADAPALLI/ ANDHRA PRADESH 


HOME IS WHERE THE WAREHOUSE IS 


HLL ensures the “red soap” villagers want is Lifebuoy. 
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Brand conscious: Mangamma earns Rs 1,500 per month selling HLL products 


BOUT 70 KM TO THE EAST OF 
Assess in the Nalgonda 

district of Andhra Pradesh, 
lies Tangadapalli village. Some of 
its small bylanes are coated with 
cattle dung. Among the 3,000-odd 
inhabitants of the village is 27-year- 
old Mangamma whose house dou- 
bles up as a warehouse. Racks of 
creams, soaps and detergents dec- 
orate the house. The reason— 
Mangamma is among the 30,000 
‘Shakti entrepreneurs’ in the country 
who stock and sell Hindustan Lever 
Limited's (HLL) products door-to- 
door. The wife of the village post- 
master, Mangamma sells HLL prod- 
ucts worth Rs 12,000-15,000 and 
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eams around Rs 1,500 per month. 

Like Mangamma, 30,000 
women across tiny villages in rural 
India sell HLL products as part of 
HLL's Project Shakti—the FMCG 
giant's rural distribution initiative, 
which targets small villages with 
populations of less than 2,000 peo- 
ple. HLL hopes to have 50,000 


4i VILLAGE: 


Tangadapalli 
i POPULATION: 


3,000 


£ AVERAGE MONTHLY HOUSEHOLD INCOME: 


Rs 3,000 
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such women entrepreneurs by the 
end of December 2007—a giant 
leap from just 650 in 2002. 

At Tangadapalli, most villagers 
are daily wage labourers. The average 
income per household is around 
Rs 3,000 and savings are minimal. 
Despite that, Mangamma finds that 
people are ‘brand conscious’. Villagers 
no longer ask for ‘that red soap’ but 
for Lifebuoy. And women prefer the 
Rs 5 sachet of Fair and Lovely and 
occasionally even splurge on a 
Rs 20 Pears soap. 

One such buyer is 23-year-old 
Konduru Balamani. Her husband 
is a lorry driver and earns about 
Rs 3,000 (and not all of this is 
shared). At times, she chips in with 
her daily wages. Food adds up to 
her biggest household expense. ^We 
have meat once a week," she says, 
as if to emphasise the good times. 
And yes, she does pick up Fair and 
Lovely packets too. And at times, 
she even opts for a single strand of 
16 Clinic-plus shampoo sachets for 
Rs 16. On an average, she spends 
around Rs 500 a month on medical 
expenses, mostly on her two kids. 

Expenses on health are high in 
the village (some suffer because 
of the fluoride present in ground- 
water). A visit to N. Yadagiri, a 
local registered medical practitioner 
(RMP), shows that people end up 
with average monthly medical 
expenses in the region of around Rs 
500. It is not, therefore, surprising 
that Mangamma's ambition is to 
make her son a doctor. It is also not 
without good reason that she is 
focussed on saving her entire earn- 
ings of close to Rs 1,500 per 
month. She, incidentally, also has 
a bank account and seeing her, 
others may follow suit! 

E. KUMAR SHARMA 
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CASE STUDY: MAADIKERI/ KARNATAKA 


FROM MOBILE TO MARKET 





The roads are bad, but not connectivity! 


NTIL SIX MONTHS AGO, 65-YEAR- 
VE Y.C. Anjappa, a mar- 
ginal silk farmer in the small 
village of Maadikeri in southern 
Karnataka, used to spend Rs 20 
every week to visit the local market 
to obtain the rates there. This routine 
got much more comfortable when 
he signed on for a Reliance Limited 
Mobility handset in late 2006. Since 
then, he has had to pay just 90 
paise to call and get the latest in- 
formation from the market in the 
town of Chintamani, 5 km away. 
Every morning, local salesmen 
from Reliance outlets in Chintamani 
head out into the hinterland to 
pitch for business from farmers 
and other rural folk, parking their ve- 
hicles in the central village square 
and hawking their service to anyone 
who is interested in listening. This 
approach has clearly paid divi- 
dends for the company, which has 
garnered some 100 new sub- 
scribers in Maadikeri alone, 
including the likes of Anjappa, who 


Getting connected: Mobiles mean farmers don't have to travel to get information 





waited for three years or more to be 
allotted a landline from state-owned 
carrier BSNL. Despite being a rus- 
tic village of 1,500, dependent on 
the local dairy (which set a record 
recently with a Rs 5 lakh monthly 
collection) and a fledgling sericulture 
industry, villagers seem acutely 
aware of the latest and best brands 
in the market. For instance, in con- 
sumer goods, Johnson & Johnson 
baby powder, Pepsodent tooth- 
paste and ITC Foods’ brands top 
the list, while villagers trade notes 
on their latest Nokia CDMA hand- 
sets (GSM or wireline connectivity 
is virtually non-existent here). 

It's not just technology that's 


4i VILLAGE: 
Maadikeri 


M POPULATION: 


1,200 


£3 AVERAGE MONTHLY HOUSEHOLD INCOME: 


Rs 3,000 
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up for sale. Villagers are starting to 
buy other branded products too. 
"We used to buy everything from the 
local weekly market and purchased 
unbranded goods until very recently. 
That has changed dramatically fol- 
lowing the easy availability of 
branded biscuits and consumer 
products locally. We no longer have 
to visit Chintamani or travel even fur- 
ther to buy them," says T.C Nagaraj, 
the secretary of the local milk dairy 
and a long-time resident of the vil- 
lage. Instead, the local stores have 
moved from stocking an assortment 
of home-made confectioneries to 
housing some well-known national 
and international brands. 

Despite the difficulty in reaching 
villages such as Maadikeri (it's 
barely 100 km from Bangalore, 
but the roads are rutted and it 
takes three hours to get there), 
companies seem undaunted as 
they reach out to the furthest cor- 
ners in search of elusive rural con- 
sumers. “We start work at 7 a.m. 
and don't return until late at night 
from some of these villages be- 
cause of the demand that exists 
there. Initially, they were scepti- 
cal, but a combination of BSNL's 
lethargy and our 30-minute acti- 
vation routine meant that we were 
signing up 50-100 subscribers 
every day," says Sahad Ali Baig, a 
partner at Saha Infocomm, the lo- 
cal Reliance franchisee. In 
Maadikeri, locals have begun to 
open accounts at the Canara Bank 
branch in Oojipura, 2 km away, 
and even travel up to Chintamani to 
deposit some savings. "We earn 
around Rs. 3,000-5,000 a month 
and can use some of our savings for 
mobile phones and other novel- 
ties," says one local. 

RAHUL SACHITANAND 
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CASE STUDY: MANCHER & RANJANI/ MAHARASHTRA 


GODREJ TURNS GROCER 


Well stocked: Aadhar outlets have taken the supermarket concept to rural areas 


ร YOU DRIVE ALONG THE PICTUR- 
Azz Mumbai-Pune Expres- 

sway, Toyota, Skoda and the 
occasional Mercedes cars zip past 
you to Pune. It's possible to check 
the cricket score on your mobile 
throughout the journey. Once past 
Pune, the occasional crater jolts 
sleepy passengers. As you hit the 
Pune-Nashik highway, you enter 
des; territory. The high-end cars 
are replaced by Maruti vans and 
Tata Indicas. Tractors trundle along- 
side bullock carts brimming with 
sugarcane stalks. 

As soon as you enter Mancher 
town after a four-hour drive from 
Mumbai, the first impressive build- 
Ing you see is a Godrej Aadhar out- 
let. What's Godrej doing in a small 
town like this?' is a question that 
any city slicker is bound to ask. 
Inside the two-storey outlet, two 
farmers, Vasant Ganpat Hole (60), 


108 BUSINESS TODAY FEBRUARY 11 200 


Sickles or shampoos, they're all available here. 


ง P 
PPE ws 3 


and Jijabai Shirolikar (55), are talk- 
ing to an agriculture officer, who 
studies a withered plant stalk that 
Ganpat Hole has got along with 
him and diagnoses that his potato 
crop suffers from "late blight". The 
solution—a fungicide and a crop 
nutrient—both incidentally, Godrej 
products. The bill: Rs 420—not 
chicken feed, but definitely worth a 
one-time buy for Ganpat Hole, who 
earns about Rs 40,000 a year from 
his crops. 

The Rs 1,000-crore Godrej 
Agrovet has 31 such Aadhar outlets 


4i VILLAGE: 
Mancher town & Ranjani 


A POPULATION: 


14,000 & 2,000 


€2 AVERAGE MONTHLY HOUSEHOLD INCOME: 


Rs 4,500 
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in eight states across the country. At 
outlets like the one in Mancher, 
farmers can not only shop for agri- 
inputs, but can get their soil tested 
for Rs 50. In addition, branded 
products from LG televisions to gi- 
gantic packets of biscuits are also 
on sale. 

A 45-minute drive from Man- 
cher takes you to a small but pros- 
perous village called Ranjani. Some 
2,000 people live in this fertile, 
agrarian village with 350 house- 
holds. Nearly 250 houses have 
television sets and most houses 
have telephone connections. But 
your mobile connection dies out 
as soon as you enter the village. It 
is in this village that Godrej set 
up its first-ever Aadhar centre. It's 
a much smaller one compared to 
the one in Mancher. Farmers buy 
sickles for Rs 69 or biscuits or 
shampoo sachets from the gro- 
ceries section. "Earlier, we had to 
go all the way to Narayangaon, 
which is 14 km away, to pick up 
groceries," says M.G. Ranjanikar 
(67), who buys groceries worth 
Rs 500 every month. 

A mile away, an annual event is 
in progress. Farmers whoop and 
scream egging their bulls as they 
charge down a dusty 400-metre 
track. About 25,000 farmers from 
villages across the district have 
gathered to witness the race. Nearly 
500 bulls participate—many have 
been purchased just for this occa- 
sion and some cost up to Rs 
70,000. That's an indication of 
the purchasing power that some 
of these farmers have. What's more, 
the bulls are insured. Any farmer 
whose bull is maimed in the race is 
compensated up to Rs 50,000 on 
the spot. 

T.V. MAHALINGAM 
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CASE STUDY: AMBEDKAR NAGAR & HANUMANT DARGA/ TAMIL NADU 


FRIDGE, WHAT’S THAT? 


But healthy groundnut oil and insurance aren't strangers. 


Nothing big here: Branded products come in small sizes in Kiliamma's village 


INGAPERUMALKOIL, A SEC C TOWN 
S: media planners might call 

it, is an hour's drive from 
Chennai. About 2 km away from 
this temple town, which gets reg- 
ular tourist traffic, is a small village 
called Ambedkar Nagar. Visitors 
to Ambedkar Nagar, a couple of 
years ago, would have seen farm- 
ers tilling rice fields and cattle 
grazing languidly. However, over 
the last four years, most of the 
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villagers have sold their land to 
Mahindra City (first private SEZ in 


ft VILLAGE: 
Ambedkar Nagar 
& Hanumant Darga 


MÀ POPULATION. 


800 & 500 


€2 AVERAGE MONTHLY HOUSEHOLD INCOME: 


Rs 3,000-4,000 
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the country). The villagers now 
make their living by doing odd 
jobs—from doing construction work 
to working as security personnel in 
the SEZ. The average monthly 
household income in the village 
is Rs 3,000-4,000. 

A small shop run by a 58- 
year-old widow, M. Kiliamma, 
sells soaps, ghutkas, shampoos, 
pickles, curry masalas, tooth- 
pastes, a few vegetables and other 
items of daily use. A slightly larger 
shop near the panchayat office 
stores rice, groceries and branded 
products like mineral water, Coke 
and Pepsi. But the predominant 
packaging for branded goods is 
the daily 'takeaway pricing'— 
anywhere from 50 paise to Rs 5. 

Kiliamma's son Veerabhadran 
works as a security staff in Infosys 
(located in Mahindra City, virtually 
in their backyard.) He prefers to 
do whatever shopping he has to 
do in the city. "Even the watches 
that are sold here are of poor 
quality," he points out, though 
these are available from Rs 100 
onwards. Major expenses revolve 
around groceries—rice, vegeta- 
bles and oil. The remaining goes 
into cosmetics. 

Branded purchases are 
restricted to ghutkas, soaps, black 
and white TVs, the occasional 
motorbike or moped, and cell 
phones with Reliance CDMA con- 
nections. Not all homes have cell 
phones or motorbikes. Nobody 
has a fridge. Even the soaps are 
largely local brands like Urvasi. 
Thanks to heavy regional televisicn 
advertising, kitchen products like 
Rani curry masala and Achi curry 
masala are much sought after. m 

NITYA VARADARAJAN 
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As one of the world’s leading financial services firms, we know that success is a result of having confidence 
in the decisions you make, in golf as in financial matters. The same kind of confidence that Jeev Milkha 
Singh demonstrated throughout his record breaking season that crowned him the winner of the 
UBS Order of Merit 2006. Congratulations to Jeev. 


UBS - proud partner of the Asian Tour and investors the world over. www.ubs.com 
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Tax revenues are buoyant — . 
and the government's coffers- 
are overilowing. The Finance. 
Minister can use it to fix — 
systemic glitches, or he can 
give in to populist demands. ` 


SHALINI S. DAGAR 


ALANIAPPAN CHIDAMBARAM, 61, IS GOING TO BE 
the envy of most finance ministers when 
he rises to present the Union Budget for 
2007-08. After all, it is not every day that 
the treasury manages to exceed even its most 
optimistic revenue targets, and, that too, by a comfortable 
margin. The finance ministry is expected to close 2006-07 
with at least Rs 20,000 crore more than the Rs 4,42,200 
crore that Chidambaram had estimated he would collect in 
taxes. And mind you, this wasn't an easy target by any stretch 
of imagination; it was as aggressive as it gets. Finance ministry 
officials point out that the target of Rs 2,10,000 crore for direct taxes 
was exactly double the actual direct tax collections in 2003-04—a 100 
per cent growth in three years—and even that is likely to be exceeded. This 
has given rise to optimism that the Finance Minister may play Santa Claus on 
February 28. "If tax compliance improves, there is scope for moderation," he 
reiterated recently in a television interview. That's the positive part. On the 
flip side: Chidambaram will be under tremendous pressure from his 
own party, coalition partners and allies to allocate resources 
to populist schemes in a year when several K 
states go to the polls. " 


GIREESH G.V 
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The economy has been galloping quarter after 


quarter. So have corporate profits (See In Step With 


Each Other). Gross Domestic Product (GDP) growth in 
the first-half of the current financial year topped the 
9 per cent mark—close to the aspirational double-digit 
growth figure. If the services sector was the lone 
sprinter earlier, then industry has now joined the 
race, clocking 14.4 per cent year-on-year growth— 
nearly 3-4 percentage points over consensus esti- 
mates—in November, 2006. The rest is a no-brainer: 


rapid industrial growth naturally leads to higher ex- 


cise collections (though they are still lower than what 
the FM would want) while higher imports swell the 
customs duty kitty. And corporate tax? This rose 
over 50 per cent during the first three quarters of the 
current financial year. It’s a virtuous cycle—corporate 
expansion is fuelling a secular rise in salary levels 
that has fuelled an over 27 per cent growth in personal 
tax collections during the same period (See The 
Coffers Brimmeth Over). 

The boom in the services sector, which accounts for 
55 per cent of India's GDP, is also being reflected in the 
tax collections. Though the service tax to GDP ratio is 
still a low 1 per cent, it is growing rapidly on its still 
small base and helping sustain the over 20 per cent 
growth in indirect tax collections. New levies introduced 
over the last three years, such as the securities trans- 
action tax (STT) and the fringe benefit tax (FBT), also help 
sustain the momentum. "These new taxes are easing the 
pressure on traditional contributors such as customs and 
excise,” says Gaurav Taneja, Partner, Ernst & Young. 


Improved Tax Systems 
Across the economy, the emphasis has shifted from tax 
avoidance to wealth creation, says Rahul Garg, ED, 


PricewaterhouseCoopers. “Given the economic buoy- 


ancy, there is an increased ability and willingness to pay 


taxes," he says, adding that the tax department's sys- ` 


tematic approach to investigations and scrutiny is 
also helping create a credible deterrent against non- 


compliance. “The department has become more 


aggressive; the intensity of the action is very high," says 
E&Y's Taneja. The numbers bear this out: tax de- 


mands made after scrutiny of a mere 2 per cent of. 
returns typically yield around 10-12 per cent of the 


gross direct tax collections. ` 


If this aggressive approach is working for " COf- .— 
porate sector, then it is also working in the personal v 
income tax domain. The government is now tapping | 
third party sources such as banks (see Big Brother is 


Watching) to collect data on “high value” transac- 
tions. “Unaccounted for income has to be either spent 
-or invested. We are tracking both routes," says a sen- 
ior finance ministry official. 


FEBRUARY 11 2007 BUSINESS TODAY 113 












** 


bt budget 


Another associated factor, though not directly 
linked to Central government finances, is the switchover 
in most states to value added tax (VAT) from central sales 
tax. This has created, what economists call, a “self-gen- 
erating, complex paper trail" for unaccounted wealth. 
And the effect on state government finances has been 
dramatic. During 2005-06, tax revenues of the 25 
states that have implemented VAT grew 13.8 per cent 
year-on-year—higher than the compounded annual 
growth in sales tax collections in the previous five 
years up to 2004-05. As the tax regime gets streamlined, 
more such advantages will accrue. 


Room for Manoeuvre 
The government's coffers are overflowing. The big 
question is: what will Chidambaram do with his bounty? 
Will he use the available headroom to undertake some 
much-needed but politically unpopular reformist 
measures or will he go down the populist path? 
"The underlying momentum in the economy, cou- 
pled with the new-found efficiencies in the tax col- 
lection system, will definitely give the Finance Minister 
more leeway to invest in areas like infrastructure and 
education," says V. Balakrishnan, CFO, Infosys 
Technologies. Also, in the wake of widespread pros- 
perity, there is greater acceptance of the government's 
"common man" agenda. “Demands for spending large 
amounts on social sector schemes should not be seen to 
be at cross-purposes with policies that spur economic 
growth. These will actually play a complementary 
role," says E&Y's Taneja. But Rajan Varma, cro, Dabur 
India, adds a word of caution. *Higher allocations 
for the social sector will certainly be welcome if they are 
targeted," he says, highlighting widespread concerns 
about the leaky delivery channels for such spends. 
However, the Finance Minister will be under 
tremendous pressure to deliver a populist budget. 
Elections are due this year in four states, including in 
the politically crucial Uttar Pradesh; and for the po- 


In Step With Each Other 


GDP and corporate profitability" are growing in tandem. 
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YOU CAN EXPECT 





CHIDAMBARAM TO... 


Remove the 10 per cent surcharge on corporate 

and personal income taxes 

Reduce income tax rates on personal income 

m Reduce peak customs duty rate by 2.5 per cent 
to 10 per cent ว 

m Increase the service tax rate to 14 per cent and 
bring more services into the tax net 

m Announce a clearer roadmap for transition to 
the Goods and Services Tax by April 2010 

m Reduce myriad exemptions across the tax 
system 

พ Make visible and probably enhanced allocations 
for education and healthcare 

พ Make a visible effort to spur growth in the 
lagging farm sector. He may set up a farmer 
infrastructure investment fund as proposed by 
National Commission for Farmers 

m Announce a special package for unorganised 

sector workers and for minorities | 








AND MAYBE... 





m Reduce the excise duty on large cars from 24 
per cent to 16 per cent. He could push this to 
the next year as well 

m Take small steps on financial sector reforms, 
including capital account convertibility 


litical class the Budget is still a great instrument to 
make its point. A sneak preview of this pressure 
was in evidence when excise duty concessions for hilly 
states, which were due to expire in March this year, 
were extended by three years. Uttaranchal, a bene- 
ficiary of this move, is one of the states going to polls. 
The same pressures seem to be driving the proposal 





Revving up: Duty cuts in pipeline 
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budget 


BIG BROTHER IS WATCHING 


more vigorous and vigilant revenue department 
aggressively chasing those leaking rupees. The 
approach has been quite basic—map expenditure 
and investment and tally it with the declared income 
statements. 
Annual.Information Returns (AIRs) have made the 


F mew BUOYANCY HAS WORKED IN TANDEM WITH A 


first part possible while mandatory quoting of the 


Permanent Account Number (PAN) has made the 
latter easier. AIRs are collected from third party sources 
such as banks, credit card companies, mutual funds 
and registrars of properties and then fed into the online 
tax information network. 


The mapped transactions include: 

m Cash deposits aggregating Rs 10 lakh or more in a 
savings bank account in a financial year 

= Payments of Rs 2 lakh or more on a credit card 


Taxing services: Collections are small but growing 


for priority lending to minorities by banks. 

Finance Ministry mandarins are tightlipped about 
the direction of the Budget, but the heartening point is 
that the government is making all the right (and 
responsible) noises about it. The indications are that 
Chidambaram will use this opportunity to initiate 
changes that are critical for long-term revenue buoyancy. 
And political backing for such changes was provided by 
none other than Prime Minister Manmohan Singh 





= Payments of Rs 2 lakh or more for acquiring 
mutual funds units 

m Payments of Rs 5 lakh or more for acquiring 
corporate bonds or debentures 

พ Payments of Rs 1 lakh or more for acquiring shares 
of a company through the IPO route 

m Purchase or sale of immovable property valued at 
Rs 30 lakh or more; and 


m Payments of Rs 5 lakh or more for acquiring 


RBI Relief Bonds. 


The Banking Cash Transaction Tax, much maligned 
when it was initially introduced, has also yielded a rich 
harvest of information about the cash economy. 
Finance ministry officials say nearly a third of such trans- 
actions are conducted without quoting PAN. "We 
now have the information and the capacity to process 
that information," says a finance ministry official. 


himself. “In the long run, our tax regime should not 
have too many exemptions which make tax adminis- 
tration an unnecessarily complex exercise vulnerable to 
misuse," he told an industry forum recently. 

The focus on removal of exemptions comes with 
the need for lower taxes. And there is quite a clamour 
at least for lower rates on the direct taxes front. 
Recently, in an open letter to the Finance Minister, in- 
vestment bank CLSA Asia Pacific Markets argued for a 
3-4 per cent reduction in effective tax rates on income 
for corporates and individuals. His department's 
bulging coffers gives him sufficient room to grant 
this wish, and still spare some for correcting the fiscal 
imbalance. Though the Budget target for fiscal deficit 
will be easily attained this year, more clearly needs to 
be done on this score. Standard & Poor's Credit 
Analyst Sani Hamid points out that India's fiscal po- 
sition, including its deficits, debt and interest pay- 
ment liabilities, is still among the weakest of all the 
countries rated by the global credit rating agency. 
“India’s average general government deficit, of 8 per 
cent over financial years 2003-2007, is well above the 
deficit of 2.2 per cent and 2.9 per cent for the BB and 
B medians, respectively, for the same period." S&P rates 
India BB+, just a notch below investment grade. 
Higher tax collections will give the Finance Minister 
space to begin fixing this problem as well. 

“It is imperative that this (buoyant) trajectory be held. 
All that India needs to do is just stay the course," says 
Deutsche Bank's Sanyal. And the best part is that this 
time, Chidambaram can afford to please both the 
populists and the pragmatists. 8 
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T ES. .— udi 
Gets Going 


For five years now, energy 
companies in India have 
been striking record gas but 
with no pipelines to carry it 
to consumers. But with the 
new pipeline policy in place, 
gas is about to take off. It 
will need help, though. 


BALAJI CHANDRAMOULI 


PIPING HOT 


There's plenty of gas coming into the country. 


COMPANY SOURCE LOCATION VOLUME** WHEN DOES IT 
HIT THE MARKET?” 


Natural 
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ARLY THIS MONTH, THE 

government decided to 

rush through a gas 

pipeline policy, ahead of 

the soon-to-be-born reg- 
ulator. Rushed, for the regulator is 
well empowered to do the same. 
But the urgency is understandable— 
domestic gas finds in the last five 
years, estimated at 20 trillion cubic 
feet, need to reach the market 
through pipelines that will criss-cross 
the country. Says petroleum secretary 
M.S. Srinivasan: “Exploration com- 
panies need to recover their invest- 
ments by selling gas to consumers.” 
Consumers, too, are hungry for 
gas, with supply at a mere half of 
the prevailing demand. Pipelines, 
therefore, are a critical infrastructure 
to meet the energy demand. 

The recently announced pipe- 
lines guideline is a straight invite 
for natural gas producers and LNG 
suppliers to set up trunk route 
pipelines; in fact, it excludes those 
who don’t have a supply source. 
So the current list of companies 
that can build pipelines is a short 
one: Reliance Industries from the 
private sector and ONGC, Gujarat 
State Petroleum Corporation and 
Petronet LNG from the state sector. 
This list is sure to grow in the short 
term given the high prospects of 
finding gas in the country and the 
ongoing aggressive exploration pro- 
gramme along its eastern coast. 


THE GAS MARKET 


Who consumes how much gas? 
SECTOR 


SOUMIK KAR 





Road ahead: Infrastructure is the key challenge to ferry gas across the country 


With all this pointing to a trebling 
of gas supplies over the next few 


years from the current supply of 


91 million standard cubic metre 
per day (see Piping Hot), the ques- 


tion is: how big is the business of 


building pipelines? 

Even the conservative estimates 
are huge. Government officials say 
$4 billion (Rs 18,000 crore) could 
be invested over the next five years 
because as of now pipelines for 
transporting gas to industrial and 
domestic users are almost non-ex- 
istent. Currently, there is a single 
6,000-km network linking the 
Mumbai High gas fields of ONGC to 
northern India, owned by GAIL 
(India), the public sector gas trans- 
mission and marketing company. 


While the supply side is swelling, 
so is the demand, argues the gov- 
ernment. It estimates that demand 
too will vault, resulting in marginal 
deficits during the next five years. 

That said, the growing energy 
needs of the country, given the ro- 
bust economic growth of 8 per cent 
per annum, is not reason enough 
for optimism. 

Why? First, big consumers like 
the power sector (which currently 
consumes 37 per cent of the total 
gas supply) have suffered at the 
hands of the gas suppliers who 
failed to deliver in the past. As a 
consequence, the power ministry 
is estimating a mere 2,000 Mw of 
gas-fired capacity addition in the 
country during 2007-12, out of a 


WHAT CAN GAS DO? 


It can feed a variety of consumers. Take a look: 


CURRENT DEMAND" VOLUME /DEMAND 


(% OF TOTAL) 





| GN: Car manufacturing unit (Maruti factory in Gurgaon 
asss 50 (43) —600,000 cars per annum) 
Fertiliser 41 (22) OK: NM Public transport in Mumbai 
138-8 300,000 tonne Petrochem unit 
City gas 12 (6) (d ing on com of gas) 
Industrial 15 (8) เท็ 0.86 million tonne urea unit 


TOTAL DEMAND 


180 (100) 


*Demand in million standard cubic metre per day 


"E Power supply for a large state like Andhra Pradesh 


*In mmscmd (million standard cubic metre per day) 


bt 


RANDHEER 


energy 


total capacity of 68,000 Mw. 

Says power secretary R.V. Shahi, 
“We cannot be dependent on a 
source of fuel supply where price 
and quantity are not secure and 
competitive. Currently, 4,000 Mw of 
capacity worth Rs 16,000 crore is 
idling due to shortage of gas”. 
Secondly, the absence of infra- 
structure to ferry gas to the demand 
centres across the country is proving 
to be a hurdle and regulation is 
barely evolving. Hence, industry is 
not yet betting on this fuel. 

And, therein lies the challenge 
for the gas producers and marketers. 


Search for Markets 


Gas distribution is a business where 


GAS HIGHWAYS 


The proposed gas transmission im ว 
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infrastructure (pipelines) precedes 
the development of the market be- 
cause obviously pipelines are needed 
to reach the gas to consumers. 
Hence, Reliance Industries (RIL), 
which has found a 10.6 trillion 
cubic feet gas reserve in the Krishna 
Godavari basin, is in the process 
of laying a 1200-km, Rs 15,000- 
crore pipeline to Gujarat (see Gas 
Highways). The construction could 
not have begun earlier since it had 
to dovetail with the development of 
the gas field, which was discovered 
in 2002. 

On the marketing front, the key 
to a successful gas distribution busi- 
ness lies in creating a basket of con- 
sumer segments, led by cherry 


offer consumers rone Via 


A 
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Mukesh Ambani: Gets the nod 


picked (on the basis of creditwor- 
thiness) bulk consumers. Not sur- 
prisingly, RIL has chosen to tap a 
market which is starved of gas 
(Andhra Pradesh), besides another 
that is in the throes of re-industri- 
alisation (West Bengal). 

Over the last two months, RIL 
officials have been flying in and 
out of Hyderabad, negotiating to 
sell gas to the state worst hit by 
the prevailing gas shortage situa- 
tion. Says Andhra Pradesh chief 
secretary J. Harinarayan, “We are in 
talks with Reliance. Though, it is at 
a preliminary stage”. 

Another low hanging fruit is the 
clutch of industries, including fer- 
tiliser plants that operate on 
expensive alternate fuels like Fuel 
Oil and Low Sulphur Heavy Stock 
(LSHS). Currently, as much as 13 
million tonnes of these two com- 
paratively expensive fuels are 
consumed annually. 

For Gspc, the transportation of 
gas has been made easier by 
Reliance—the former is piggy-back- 
ing on the Reliance pipeline’s spare 
capacity. Marketing too involves 
far less effort, since it has a large 
distribution network across the 
state. Says D.J. Pandian, Managing 
Director, GSPC: “We have con- 
tracted capacity in the pipeline that 
Reliance is laying from its KG basin 
fields to Gujarat”. 

It remains to be seen whether 
ONGC, which has so far relied on 
GAIL to market its gas, will step into 
the gas marketing business. Says 
ONGC Chairman R.S. Sharma: “We 
have to deliberate on this issue.” 
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ONGC’s Sharma: 


A common thread running 
among the big marketers is one of 
doing business with government. 
The reason is simple. Bulk con- 
sumers—power and fertiliser units— 
secure their payments through the 
government. In the case of power 
generators, except in the case of 
two states and two cities (Delhi, 
Orissa, Mumbai and Ahmedabad), 
power distribution companies are 
state-run; in the case of the fertiliser 
business, production units are com- 
pensated by the government through 
the retention pricing scheme. 

As for targeting non-bulk con- 
sumers—retailing of gas for trans- 
portation and cooking purposes— 
the private sector is waiting for reg- 
ulation to mature. For instance, 
global major British Gas has a for- 
eign investment approval from the 
government to enter into city gas 
distribution projects in the southern 
states of Andhra Pradesh, Karnataka 
and Tamil Nadu. Company offi- 
cials, however, point out that they 
prefer to wait for the rules of the 
game to be framed by the regulator. 

Clearly, the bottom line in the 
gas marketing business is no differ- 
ent from that in any other busi- 
ness—to beat the alternate cost of 
supply. This, in a sense, will prove 
to be an extremely competitive 
benchmark for gas suppliers. 
Domestic coal will not be easy to 
displace or complement. Here's 
why: For those producers, who 
have captive coal mines, say, steel 
producers, their existing low-cost 
structures will turn away any gas 
supplier. While those who enjoy a 
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Slog gig’ 


E SUPPLY’ 


ert! 


supply contract from the near-mo- 
nopoly state-owned Coal India, the 
regulated pricing of coal (close to 
half of international prices) makes 
bulk gas suppliers uncompetitive. 


Role of the Regulator 


Before the government passes the 
baton of control to the soon-to be- 
established regulator, Petroleum 
and Natural Gas Regulatory Board, 
which will be entrusted with the 
principal task of regulating pipeline 
and city gas distribution businesses, 
it has set the tone for pipeline reg- 
ulation via the recently announced 
policy. The policy says only those 
with a source of gas can set up a 
trunk pipeline. The fallout: GAIL, 
which, till recently, was a near- 
monopoly in the trunk pipeline 
business, will now virtually be un- 
able to set up a new pipeline. More 
interestingly, while Mukesh Ambani- 
controlled RIL has been given the 
go-ahead to set up a pipeline linking 
the KG basin to Tamil Nadu, his 
younger brother, Anil Ambani has 
not yet obtained approval for setting 
up a pipeline to Reliance Energy’s 
7,000 Mw power plant in Dadri, 
Uttar Pradesh, since gas supply for it 
has not been firmed up. 
Petroleum ministry officials, 
however, say that the policy of 
allowing pipelines to be built only by 
those with a gas source is not a con- 
straint but a sweetener. There could 
be merit to that view. Attracting 
investments in the pipeline business 
is a difficult task since returns are 
regulated and gas supplies in the 
global markets are scarce. Hence, 


COSTS (Rs crore) 





the bias towards those having a sup- 
ply source is understandable because 
otherwise, it can lead to mush- 
rooming of squatters and non-seri- 
ous players. This, of course, comes 
at a cost—it restricts competition 
in the pipelines business. 

There are other hitches too. 
Although the demand for retail gas 
is small compared to industrial 
demand—Delhi is estimated to 
account for just around 2-3 million 
standard cubic metre per day—the 
lure of the retailing business is enor- 
mous because the tariffs realised 
will be higher than that in the bulk 
supply business, akin to the power 
distribution business. But no pri- 
vate investment will be forthcoming 
before the regulator sets the rules for 
the business and that could take 
another year. 

That said, industry’s views on 
regulation are quite polarised. 
Domestic companies like Reliance 
and Indian Oil Corporation are 
keen that competition must be 
allowed in all segments of the busi- 
ness—in both creation of pipeline 
networks as well as marketing gas. 
In contrast, multinationals like BG 
and Shell have sought a monopoly 
regime in the marketing segment 
for a few initial years to ensure 
viability of their businesses. How 
the regulator reconciles these in- 
terests will be watched avidly. But 
the key to kick-starting the com- 
mercial use of gas and development 
of the market for it will be the cre- 
ation of pipeline networks. Expect 
to see not just gas but a lot of action 
in the coming months. 8 
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HEY WERE ALL ONCE FAVOURITES OF 
investors. Their scrips, without 
exception, scaled Mount Everest 
on the stock exchanges before 
plunging below sea level. 
Morepen Laboratories, Himachal 
Futuristic Communications (HFCL), 
Pentamedia Graphics and Silverline 
Technologies were all brought down by a 
combination of bad luck, bad timing, 
poor decisions and corporate over-reach. 
Now, they are all planning comebacks, - 


The 9/11 blasts in the US contributed 
directly to Pentamedia’s and Silverline’s | 


misfortunes. Says Ravi Subramanian, 
Chairman & CEO of Silverl. 
com bust and the 9/11 terror strikes in t 






Us completely changed. the business envi- ' 


ronment and got us into a financial mess.” 


Most of its receivables turned bad, and the | 


massive debt it had taken on to finance its 
expansion brought it to its knees, and led 
to Subramanian losing.his 14-acre mansion 
in New. Jersey. The same scenario also 
sank Pentamedia, which bet big or on ani- 


ne: “The dot- I 


These companies have several things 
in common. They had once promised 
to deliver the moon to their investors, 
climbed meteoric heights on the 
bourses and then come crashing down. 
Now, their promoters are trying to 
rebuild their edifices. Will they be 
second-time lucky? MAHESH NAYAK 


mation films, for which the United States 
is the main market. 

In Morepen’s case, it was the 90 per 
cent fall in the price of its bread and butter 
prime bulk drug Loratidine, from $8,000 
per kg to $1,000 per kg that brought it 
down. The company defaulted on its loan 
repayments; banks froze its working cap- 
ital credit line, thus, making it impossible 
for Morepen to survive in the cut-throat 
export market. And HFCL suffered in the 
absence of capex in the landline and broad- 


band segments of the telecom market and 


the fact that it did not have a presence in 


the mobile telecom space. 


Incidentally, HFCL, Pentamedia and 
Silverline were also tainted by their alleged 
association with Ketan Parekh. Now, iron- 
ically, it is the same stock market that is 


throwing these companies a lifeline. 
“Investors are funding these companies 


(and, thus, enabling them to pay off their 


. debts) only because the markets are rising,” 


says Sameer Koticha, Executive Director, 
ASK Raymond James Securities. 





Morepen's Suri (in happier times): He is now all set to launch a host of new drugs in the international market 


Morepen Laboratories 


Betting on High-end Drugs 


Morepen Laboratories is planning to place 25 per cent of its equity 
with a group of foreign banks and large domestic investment banks 
to raise Rs 400 crore. It is also settling most of its outstanding debt 
of Rs 730 crore by making a one-time payment of Rs 130 crore. 
Says Sushil Suri, CMD, Morepen Laboratories: “Going forward, we 


will concentrate only on for- 
mulations and high-end prod- 
ucts that enjoy higher mar- 
gins." The company's target: 
a turnover of Rs 450-500 
crore by 2008-09. It also has 
20 bulk drugs that are ready 
for launch in the international 
market. The biggest one is 
Atorvastatin (Lipitor) which 
enjoys a global market size 
of Rs 60,000 crore and 
Monteluakast (market size 
Rs 30,000 crore). But it's a 
highly competitive market 
and Morepen will have to 
really extend itself to succeed. 


Morepen - 
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Adjusted share price*: Rs 16.28 
All-time high adjusted share price: 

Rs 241.8 on February 11, 2000 
Promoter: Sushil Suri, CMD 
Promoter's stake**: 33.33 per cent 
Turnover (2005-06): Rs 127.01 crore 
Loss (2005-06): Rs 23.1 crore 


*As on January 15, 2007 **As on September 30, 2006 


Source: CMIE 
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The fall in prices by 9 90 per cent of is prime bulk 
drug Loratidine saw the company defaulting on 
the repayment of bank loans; lenders froze the 
company’s working capital facilites, thus, mak- 
ing it practically impossible for it to operate in the 
export market. This sudden and sharp crash 
in prices was due to the product being shifted 
from the prescription (Rx) category in the US to 
the over the counter (OTC) category which is not 
unaoa by i insurance. 


- Ë i 
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Going forward, the company will concentrate 
more on formulations and finished dosages that 
enjoy high margins. It has raised money from in- 
vestors that it is using to pay off most of its debt. 
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Silverline Technologies 


Focussed on the IT Sector 


The company has cleaned up its books. A one-time set- 
tlement with banks, wherein it paid off Rs 60 crore in 
lieu of outstanding liabilities of Rs 150 crore, gave it 
some breathing space. It raised funds by selling prop- 
erties in Chennai and Mumbai for Rs 30 crore and by 
raising Rs 25-30 crore through a structured financing 
deal. It also demerged its animation division into a sep- 
arate company, in order to unlock value, and in- Pentamedia Graphics 


creased its focus on the IT, rTES and BPO businesses. Demerge and Gr OW 


“Over the next two years, we should be able to post 
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a turnover of over Rs 750 crore,” says Subramanian. The company has demerged its exhibition business, 
Mayajaal, into a separate company. Says V. 

Silverline Technologies Chandrasekaran, Chairman and CEO of Pentamedia: 

1,400 - = 190075 "Mayajaal has six theatres that can relay the same 

1200- Feb. 21, '00 film in six languages simultaneously. It’s totally debt-free 
= 1,000- and shareholders will enjoy the benefit of its high- 
"S value real estate holdings." Pentamedia will now look 
< ค after distribution and pre-production for its enter- 
= tainment division, while Mayajaal will take care of 
a 400- 625 ไร jan es production. *We will also be able to sell shares in 
= %0- ms zt both companies to private equity players," says 
zd Chandrasekaran, who is also planning to enter the 
2 Adjusted closing share price in Rs Source: CMIE gaming market. 

FACT SHEET 

Adjusted share price*: Rs 14.66 Pentamedia Graphics 

All-time high adjusted share price: 1400 71. -[- 2,065.5 

Rs 1,395 on February 22, 2000 1200 Feb. 22, '00 

Promoter: Ravi Subramanian, Chairman & CEO 1.000 

Promoter's stake" *: 0.03 per cent ae 

Turnover (2005-06)*: Rs 26.33 crore dl 

Profit (2005-06)*: RS 3.66 crore 

*As on January 15, 2007 #Figures are June-ended  **As on September 30, 2006 400 ey cut 5.52 

Source: CMIE 200 Jen. 15, '07 


0 —X 


What went wrong with the company: Adjusted closing share price in Rs Source: CMIE 


Was too ambitious about e-com and dotcom. When the IT 
bubble burst in US and following the 9/11 terror strike, the 
company couldn't sustain large overheads. The unsuccess- FACT SHEET 

ful acquisition of Seranova also piled up debt that it couldn't Adjusted share price*: Rs 5.52 


service. 
How it plans to come back: All-time high adjusted share price: 


It has paid off all its debt through a one-time settlement and 2,130.91 on February 11, 2000 
has also ventured into the animation business which it will Promoter: V. Chandrasekaran, Chairman & CEO 
pursue through a separate company. Plans to focus on the Promoter's stake**: 0.04 per cent 


IT, ITeS and BPO spaces and grow through the inorganic Turnover (2005-06): Rs 25.1 crore 
route taking advantage of labour arbitrage. 


Profit (2005-06): Rs 2.53 crore 


2 *As on January 15, 2007 **As on September 30, 2006 Source: CMIE 
> What went wrong with the company: 
> The 9/11 terrorist strike in the US. With companies in that 


country going bankrupt, Pentamedia's dues weren't paid. 
Result: the company's profitability was affected. 

How it plans to come back: 

Today, 80 per cent of the company's revenue comes from its 
own work. It is also planning to enter the gaming market and 
has also acquired two companies, Singapore Animasia and 
Kingdom Animation, which will help with distribution and 2D 
animation job work. 
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HFCL’s Nahata: Has tied up with telecom giant Qualcomm to build CDMA equipment 


Himachal Futuristic Communications 


Targeting the Export Market 


Says Mahendra Nahata, MD, HFCL: “We have now got into the mob- 
ile technology and manufacturing space. Earlier, we didn’t have any 
presence in this segment; this was the real cause of our downfall.” 
The company has tied up with Qualcomm to build CDMA equipment 
for private telecom operators and enjoys an order book of Rs 
800-900 crore, which it hopes to increase to Rs 1,500 crore in the 
next year. “We will focus on exporting our products to Russia, 
South-East Asia and SAARC coun- 
tries,” says Nahata. HFCL earned 
a net profit of Rs 47 crore for 
the first-half ended September 
2006 on revenues of Rs 475 
crore. The company has also 
restructured its debt of Rs 800 
crore by extending the repay- 
ment timeframe and negotiating 1 s99 
a lower interest rate. Its alleged 
association with Ketan Parekh, 
however, continues to haunt it. 
Nahata defends himself. “It’s 145 
unfortunate that we are being °° Jan. 2, '95 | | 244 


victimised," he savs. Jan. 15, '07 
0 a เชี่ M... 


ADDITIONAL REPORTING BY 
Adjusted closing share price in Rs 


Himachal Futuristic 
Communications 
2,900 

[ 2419 


Mar. 7, '00 
2 000 


1,000 








NITYA VARADARAJAN Source: CMIE 


128 BUSINESS TODAY FEBRUARY 11 2007 


FACT SHEET 
Adjusted share price*: Rs 24.40 


All-time high adjusted share price: 
Rs 2,552.9 on March 8, 2000 
Promoter: Mahendra Nahata, MD 
Promoter's stake* *: 2.35 per cent 
Turnover (2005-06): Rs 759.2 crore 
Loss (2005-06): Rs 916.5 crore 


*As on January 15, 2007 
Source: CMIE 


**As on September 30, 2006 


WI wan? แล ว เค กา 


It did not have a presence in the mobil in- 
frastructure and technology space. 
Consequently, when the landline and broad- 
band segments were hit by a downturn, it did 
not have any alternative avenues to generate 
revenues from. The association ot the com- 
pany and its promoter with tainted broker 
Ketan Parekh also had an impact. 


Linar ii plans 0 com abl 
HFCL has ห น ษั ต ล อ ต ง ts focus on turnkey 
implementation and now provides what it 
calls "complete telecom solutions". It has 
also entered the mobile technology and man- 
ufacturing space and is making CDMA equip- 
ment in collaboration with Qualcomm. This, 
it hopes, will enable it to emerge as a major 
player in this lucrative segment. 
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x Sy Sternberg/ Chairman & CEO/ New York Life Insurance Co. = 





พ N THE 162 YEARS THAT IT HAS BEEN AROUND, 
. New York Life Insurance Company has insured a 
| wide variety of people, including Presidents of the 
- United States (Teddy Roosevelt and Richard Nixon, 
among them), famous sports stars (baseball legend 
Babe Ruth) and legendary journalists (Henry Luce). 
Over the last 10 years, it bas been Sy Sternberg’ 5 
responsibility to keep New York Life as the #1 insurer 
in the us. A native of Brooklyn, New York, Sternberg 
is the Chairman & CEO and also the man instru- 
mental in kick-starting New York Life’s joint venture 
tn India with Analjit Singh’s Max Group. In India re- 
cently, Sternberg, 64, met BT’s Anand Adhikari to talk 
about the challenges of growing in mature markets like 
the Us and the opportunities in emerging markets 
such as India. Excerpts: 





NYL is well known for charity and philanthropy. How difficult 
is to earn every dollar in the competitive life insurance 
business? 

Insurance is a tough business in the sense that you 
- have to invest capital today and there are chances that 
you may not get the return in the next 10 years. So, a 
lot of people do not want to enter the insurance busi- 
ness because of long gestation periods. We, having 
been in the business for over one-and-a-half century, un- 
derstand this business much better than mahy others. 


Let me put it another way: how do 
you manage the ever growing expecta- fé 
tions of policy holders, especially when 
insurers are seeing escalating costs, 


is, how does one company differentiate itself from 


another when the market isn’t growing. The way wedo ` 
it is by reflecting on the company's ability to keep its ง 
long-term promise. We are a (Moody's) triple A-rated 
company. We have $13 billion of surplus fund to take 


care of any future eventuality. There can be pandemic 
flu, or September 11, or other human tragedies, but we 
have the financial strength to pay any kind of claims. 


What about product offerings? How is a New York Life 
insurance product different from that of a competitor? 

In the life insurance business, products do not provide 
differentiation because any product could be developed 
or copied easily. That is not the differentiation area. The 
differentiation actually is in terms of training and 
education. We train our agents better than any other 
insurance company in the world. That applies not 
only in the us, but right here in India. There is more 
training given to agents than you find in any other 
insurance company. ; 


In India, we have seen a trend towards stock market-driven 
unit linked insurance policies (ULIPs), which are not 
understood very well by the masses here. In fact, people buy 


unit linked more as an investment than insurance? What has _ 


been your experience in the US? 
ULIPs became very popular in the late 90s on the back of 
buoyancy in the stock market, but when the stock 





YEARS AND HAS ALWAYS PAID ITS CLAIMS, 


peo acy WE HAVE TO DELIVER WHAT WE PROMISE” - 


We tell our customers the most im- 

portant thing, and which is that New York Life is 
around to keep its word and promise. Our company has 
been around for 162 years and through every war, every 
depression and stock market crash, New York Life 
has always paid its claims. We have to deliver what we 


| . promise and any one of our subsidiaries outside Us will 
i make the same level of commitment to customers. 


0 The us is the most sophisticated and yet the most sat- 
m x urated market for insurance in the world with almost no 


vth. How do you differentiate yourself and manage to keep 





- _ 3 the leadership position? 
The us market is challenging because it is a mature 
« —. market. This market is growing at only 1 per cent as 


s opposed to the Indian market, which is growing by over 


5 2 100; ) per c cent. That’s the challenge. The เห น for us 


market fell in 2002, everybody e them. In fact, 


people are again coming back to unit linked. This unit- — 


linked phenomenon is largely a function of stock mar- 


ket behaviour. I must tell you that the maturity of the — 
market doesn't really determine the issue with respectto — ^ 
product offerings. ki is really the equity market. If there ง ง 

is a belief that the stock market is going up, people huy 2 (0 


unit linked products to become rich and vice versa. 


What has been New York Life's experience in the ULIP s 


Space? 


New York Life specialises in traditional insurance —— 
products. We sell about 20 per cent of the unit-linked . 
products, while other companies in the Us have about... 
50-60 per cent share of unit linked. In fact, there are 
some companies which only sell unit-linked products. 2 
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How close are your competitors—Metropolitan Life Insurance 
and Prudential Life Insurance—to you? 

Globally, new premium sold is an indicator of the 
performance of life insurance companies. New York Life 
has been judged as #1 in four of the last five years un- 
der this parameter. In 2005, Met Life merged with 
Travellers Life and they became bigger than us. But in 
just one year’s time, we got back to #1 position. 
Today, New York Life sells more new premium than 
any other insurance company in the US. 


Any surprises in 2006 so far as the financial performance of 
New York Life is concerned? 

We are having the best year as long as I can remember. 
Life insurance sales are going to be up 22 per cent. Our 
earnings are expected to go up 17 per cent and rev- 
enues, which is a very hard num- 
ber, are expected to grow 11 
per cent. Our surplus will be 
$13 billion by 2006. Our in- 
vestment sales will be $29 billion, 
up 20 per cent. All our meas- 
ures are the strongest since I be- 
came chairman in 1997. 


What according to you is behind 
this impressive growth? 

I would say the reputation of 
our company and that has grown 
bigger and bigger. People in New 
York say ‘that’s a great company 
to work for’ and that’s what 
brings in big bucks. 


If we look at the broad business 
segment, which is the fastest grow- 
ing segment and one that holds 
promise for New York Life's future? 
Undoubtedly, the international 
segment is the fastest growing 
amongst all our businesses. In 
the current year, international 
segment will grow at about 30 
per cent in sales. In fact, one of 
the biggest contributors here is the Indian operation. 
Indian operation is growing at over 100 per cent in 
terms of sales year after year. Back home, even in a flat 
domestic market, we expect to grow by about 11 per 
cent. We are actually beating the market by 9 per 
cent if you look at the overall market growth of 1-2 per 
cent in the us. 


Your competitors—Met Life and Prudential—are publicly 
traded company. Any thought of going public? 
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We are one of the few remaining mutual companies in 
the us. Met Life and Prudential both converted into 
public companies. Right now there is no thought at all 
to convert into a public company. There is not even one 
member of the board who thinks we have to change this 
instance. It's totally unanimous. We believe that life in- 
surance business is a long-term business. We make 
promises that are 30-40 years out. When you run a pub- 
lic company, you worry about the earnings for the 
quarter or the next year and sometimes have to make 
short-term decisions to look good for the stock market. 
We don't want to do that, we want to make deci- 
sions that are enduring in the long term. 

Secondly, publicly-owned companies generally 
want to minimise the capital. As against this, our view 
is the same as the policy holder's and which is to max- 
imise capital. Today, the two high- 
est rated companies in the US are 
New York Life and North West 
Mutual. Both are triple A-rated 
companies. It is because the public 
companies don't hold that amount 
of capital. 


Will you be able to maintain this in 
emerging markets like China and India? 
First of all, as long as the primary 
ownership of the parent is mutual, 
we can have a public company at 
the local level. As a matter of fact, in 
Thailand our company does have 
public shares. We have a joint ven- 
ture in Thailand with Siam 
Commercial Life Assurance. Going 
forward, we are not taking any po- 
sition relative to the specific 
international operations. 


“THE US MARKET IS GROWING AT ONLY 1 PER 
CENT AS OPPOSED TO THE INDIAN MARKET, 
WHICH IS GROWING BY OVER 100 PER CENT" 


A majority of New York Life's funds is locked up in fixed in- 
come securities. Any thought of shifting assets to equities, 
since they tend to earn higher returns? 

We have overall equity exposure that runs around 8 per 
cent out of the total assets of $130 billion. If you look 
at the specific businesses, our life insurance business has 
about 12 per cent, and pension and annuity business 
keeps equity for a very short period. Sometimes, it's even 
zero. In fact, our proportion of equity or fixed income 
securities is driven solely by our liabilities. We are not in 


bt 60 minutes 


the business of timing the stock 
market. We recognise that a part 
of our assets has to be invested 
for the long term. Wherever we 
have unit-linked products, the 
money definitely goes to equity, 
depending upon the nature of 
the insurance scheme. 


There have been alarming interest 
rate fluctuations recently in mar- 
kets like the US, where the Fed 
rates gradually moved up from a 
decade-low of 1 per cent to 5.25 per 
cent. Does it affect your fixed income 
securities portfolio? 

It does affect our portfolio. One 
has to recognise that some of 
the risk that one takes in 
insurance is interest rate risk. As 
a matter of fact, interest rate risk 
is a bigger risk for us in the in- 
surance business than the mor- 
tality risk. Mortality is more pre- 
dictable than interest rate risk. 


You started China operations two 

years after you launched in India. What has been the progress 
in China? 

We have not been able to move as quickly in China as 
India. We are currently in six cities in the mainland. 
The Chinese operations are also far smaller than in 
India because you need separate approval for every 
province and only then you can go to the cities to sell 
insurance. Right now, I would say China is at least four 
years away from break-even and India may be just two 
years away. 


Which is the bigger market—China or India? 

In the short run, clearly it’s India. In the long run, 
people speculate that China will be as big as India. I don’t 
think any one would say that in the long run Chinese op- 
erations will be bigger than India, but clearly China is a 
much longer term bet than India. We also have big op- 
erations in Latin America and Mexico. We are the sec- 
ond-largest life insurance operation in Mexico. 


But your Indian operations don't seem to be making waves 
compared with aggressive players like ICICI Prudential, 
Bajaj Allianz... 

As of today, we are #5 in premium and #3 in terms of 
new policies sold. We have got great management in 
India. Our performance has met, and even exceeded, 
our business plans, year upon year. We have sold over 





1.20 million policies. In fact, we 
are today amongst the top three 
highest capitalised private life 
insurance companies in India. 


How do you plan to scale up the busi- 
ness in India? 

We are focussing on the full range of 
products. We will continue to fund 
our business with regular injection of 
capital as and when required. We 
would be expanding to new geog- 
raphies. We have expanded the 
number of offices across India to 
over 100 offices and plan to con- 
tinue with this expansion. These 
initiatives will help us in reaching out 
to more consumers and further im- 
prove our service levels. 


“WE HAVE NOT BEEN ABLE TO MOVE AS QUICKLY 
IN CHINA AS INDIA. CHINA IS FOUR YEARS AWAY 
FROM BREAK-EVEN, INDIA MAY BE JUST TWO” 


And in terms of products? 

We will continue to focus on protection and long- 
term wealth creation, as we believe that the penetration 
of life insurance in India can rise manifold. 


Will you increase your stake in the Indian joint venture if the 
government were to enhance the FDI limit from the existing 
26 per cent? 

We definitely want to increase the stake in Indian 
subsidiary. We are really looking forward to an increase 
in FDI cap from 26 per cent to 49 per cent. We have an 
agreement with the Indian partner, Max, that if there is 
relaxation in future, then Max would sell their stake to us. 


Are you satisfied with the Indian private sector life insurance 
industry's performance in the first 5 years? 

Indian people have shown a great interest in the true 
value of life insurance. We see tremendous potential for 
expansion in the Indian life insurance market. The pen- 
etration of life insurance is currently one-third to 
one-fourth of what it should be. With liberalisation of 
the sector and entry of private players, customers are 
becoming more aware of the role and scope of insur- 
ance. This will translate into a wider variety of prod- 
ucts and tailor-made solutions for Indian consumers. 
Overall, we expect a larger, more competitive and 
vibrant life insurance market. 8i 
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THE WIDENING 


MIDDLE 


FMCG companies, 
banks and BPOs are 
paying the highest 
middle manager 
salaries, reveals the 
second quarterly 
survey by BT-Omam 
Consultants. 

AMAN MALIK 





R HEADS OF COMPA- 
nies across India Inc. 
would like to have 
you believe that 
theirs is a ‘tough’ 
vocation. And lest this refrain be ae 
misconstrued as a sign of unwar- ddle) with his team: The MNC employer offers 
ranted chauvinism, they hasten to Xerox's Chatteraj up middle managers to keep them motivated 


ว > sure 
add two antonymous words to their international expo 
statement: ‘attrition’ and 'retention— ! 
















Industry Wise Comparison of the Salary Components of Middle Management | ) 
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Apollo's 


lateral moves across industries are 


words that, across organisational 
levels, rather perversely define the 
fallout of India's explosive growth. 
And if you thought fat pay packets 
were the beleaguered HR manager's 
best bet, think again. 

The Br-Omam Salary Survey for 
Middle Management employees 
shows that in 2005-06, the head 
of a large department, say, in an 
MNC automotive major (typically 
designated as a Deputy General 
Manager and reporting to a func- 
tional head), would have, on an 


" — en 
) and colleagues: : 58“ 
(extreme igh a handsome pay packages 





average, cost his 
employer a little under Rs 22 lakh 
per annum. “Intense competition 
has forced us to hike pay packets of 
middle management employees by 
15-20 per cent,” informs G. 
Ramesh, Senior VP (HR), Hyundai, 
“and for high performers with spe- 
cific skill sets, the figure is as high as 
40 per cent.” But has that helped 
him keep his employees from leav- 
ing? Not quite. While the automo- 
tive sector saw attrition levels of 
15 per cent, the figure for manu- 
facturing as a whole was a high 22 


per cent. Across most sectors, both 
Old and New Economy, a similar 
trend prevails. 


And therein lies the crux of 


the issue. “When you hire some- 
one, you invest in him both in 
terms of time and money, all of 
which is lost when he leaves,” 
laments Chandan Chatteraj, 

Executive Director (HR), Xerox. 

But where are most people leav- 

ing from and where are they 

headed? For the most part, sec- 
tional heads of departments, typ- 
ically technical and management 
graduates from premier colleges, 
who may have spent anywhere 
from 5-12 years in the manu- 
facturing sector, are gravitating 
towards sunrise sectors like 
retail, IT, ITes and banking, 
finance and insurance (FSI). The 
movement being witnessed in the 
sunrise sectors, say HR heads, is 
internal. In fact, even within the 
manufacturing space, certain sec- 
tors like steel, which is witnessing 
unprecedented investment, inter- 
national and Indian players alike 
are mopping up seasoned employ- 
ees, especially from rsus. 

But it's not just the lure of 
another job that's behind the churn. 
"Higher responsibilities with sig- 
nificantly higher compensation are 
on offer in emerging sectors, so 
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people make a vertical shift across 
industries," reckons Pradeep Panda, 
President (HR), Ispat Industries. It's 
a perception corroborated by survey 
results, which point to a yawning 
gap between compensations across 
middle management levels. So while 
a manager, who heads a medium 
sized department, say in an FMCG 
major makes anywhere up to Rs 
14.5 lakh p.a., his immediate boss 
will likely be raking in upwards of 
Rs 23 lakh p.a. Says Sukjit Pasricha, 
Chief HR, Apollo International: 
"Another interesting trend is that of 
people making a lateral shift from 
one industry to another, and in the 
process getting generous pay hikes." 
As the survey figures point out, 
after three-to-five years in the BFSI 
sector, a manager can easily hope to 
earn twice the money his counter- 
part does in, say, the textile industry. 


On their part, companies seem 


Bank Chemicals/ Consumer Core Engineeri IT 
Petrochem/ bt Durables N NOS 


TCC: Total cost to company 


to be doing all they can to retain 
experienced employees. The hun- 
dred or so companies across all the 
14 sectors surveyed have incen- 
tivised remuneration; a substantial 
percentage of the money on offer is 
variable pay. While New Economy 
sectors such as IT, rres, telecom and 
BFSI have traditionally only had a 
‘basic’ component in the range of 
22-35 per cent, Old Economy com- 
panies too have joined the band- 
wagon with some in sectors like 
core and engineering marking 10 
per cent of the payout as variable. 

But factors other than money 
can also explain the churn. *For 
one, organic growth, especially in 
Old Economy sectors, can be rather 
slow," says Panda, “so if a high 
performer, whose growth has been 
stunted, does not shift in time, he 
can be fatigued." 

Increasing numbers of people, 


Y Pharma 


12,51,252 





Telecom Textiles 


Real Retail 
Estate 


especially in the age group of 25-35 
years, now want to study, and 
companies are offering anything 
from tailor-made management pro- 
grammes in association with top 
Management institutes to even 
allowing people to take sabbaticals. 
“We offer people international 
exposure by way of short assign- 
ments and programmes in a bid to 
keep their motivational levels high,” 
says Chatteraj of Xerox. 

HR heads also say that once a 
middle management employee in, 
say, telecom or IT reaches 40 years 
of age, it becomes difficult for him 
to rise any further. Some like 
Pasricha, however, feel that this 
would change with the manufac- 
turing sector taking off. “Core 
industries, which lay a premium on 
experience, will absorb them,” he 
says. But for that the job market 
will have to cool first. 8 
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This road is forever. Yesterday, your dad walked 1 run on it. 


Tomorrow, your son will cycle down it. This road is your companion. It is not www.hecindia.com 
just about concrete and mortar. It is a construction of your interests just like the 
numerous darns, roads, bridges and power plants built by HCC. You can see 
every one of them and feel a little special, while taking pride in the 


infrastructure of India. Hindustan Construction Co Ltd 


or more information please contact the Corporate Communications Department, Hindustan Construction Co Ltd, Hincon House, L. B. S. Marg, Vikhroli (W), Mumbai 400 083, India. Tel: «91 22 25775959 Fax: «91 22 25777568. 
dentsumarcom/ 6001407 
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Molekule GmbH -- Global Presence 


Molekule GmbH started its business operation in Switzerland 
with the mission of "listening" to the needs of a particular 
country of operation, "learning" the marketing needs of that 
country and "adapting" to the environment and policies to 
build brands across the globe through strategic brand building 
and customer focus. 


Molekule GmbH is emerging as a global healthcare company 
specialized in the business of marketing and distribution of 
broad range of pharmaceutical and allied healthcare products 
with operation in several key markets of the world backed by 
manufacturing and marketing collaboration with respective 
companies in different countries across the globe in Eastern 
Europe, Canada, Latin America, Australia, New Zealand, 
South East Asia, Africa and GCC Countries. 


Entry of a finest Pharmaceutical Company in India. 


Molekule GmbH -- Now in India 


Molekule GmbH is initiating its operation in India to build 
brands and exploit the potential of the Indian Pharmaceutical 
market. Molekule India is looking forward into inorganic 
growth through acquisitions of companies as well as large 
brands to be a major player in India. Molekule's Indian 
operation will also be its manufacturing hub for marketing its 
products in South Asian Regions. 


Molekule India will have different operating principles and 
guidelines in a highly competitive but potential Indian 
Pharmaceutical market to create and nurture an island of 
excellence. 


Molekule India welcomes strategic alliance or acquisitions of 
large brands or companies for its Indian operation 


Contact : Country Head - Indian Operation at info@molekulegmbh.com 


g’ 
Molekule 





India 


A Molekule GmbH Enterprise (Switzerland) 
AML Center-2, 3rd floor, Mahal Industrial Premises, Mahakali Caves Road, Andheri (East), Mumbai-400 093. 
www.molekulegmbh.com 
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Wanted: A Booster Shot ` 


In a fast growing, but fiercely competitive, global 
generic market, Indian players run the risk of being 
overshadowed. They need to scale up—fast. £. kumar sHARMA 


F INDIAN GENERIC PLAYERS NEEDED PROOF THAT 
they had become a royal pain in Big Pharma’s 
neck, then they couldn’t have asked for a more 
telling (or amusing) testimony. Stepping down as 
CEO recently, but retaining his Chairman’s title, 
Jean-Francois Dehecq of the world's #3 drug maker 
Sanofi-Aventis lashed out at pharma companies in 
developing countries, calling their strategy of selling cut- 
price generics in developed markets a *scandal". *They 


make drugs very cheaply and bring them to the north 
for people who can already pay," he complained to The 
Financial Times in an interview. “It’s a scandal. They are 
exploiting people in the south. They should deal with 
their own countries first." 

Well, good morning, Monsieur Dehecq. Welcome 
to the new world order in pharma, where generics, or 
cheaper copies of branded drugs, is the name of the 
game. It's easy to see why Big Pharma companies like 





Size matters: Over the next three years, an estimated $50-billion worth of drugs 
will go off patent. And to tap this opportunity, Indian companies need to consolidate 


VIVAN MEHRA 
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is generic-driven. On the 


Sanofi-Aventis consider generic manufacturers as their 


Enemy #1. For about 10 years now, the number of new 
drugs coming out of the labs of Big Pharma has been 


. steadily declining, even as the real spend on research and 


development (R&D) has almost doubled from about 
$17 billion to $36 billion at last count. As a result, there 
are fewer blockbuster drugs (those fetching more than 
$1 billion in annual revenues) hitting pharmacies and 


Big Pharma growth is stalling. Simultaneously, indus- 


try regulations have become far more stringent, raising 


the amount of time and money drug makers spend on 


developing drugs, even as consumers and courts get far 
less tolerant of faulty drugs. Result: Drug giants Pfizer 
and Merck alone have lost billions of dollars in com- 
bined market cap since 2000. 
In contrast, the generic 
manufacturers have been 








Novartis had jumped to the #1 position when its” 


generic arm Sandoz made two acquisitions (Eon Labs 


and Hexal) earlier in the same year. 

Among the Indian generic companies, Ranbaxy | 
has been the most active, making six acquisitions in mar- ง ง 
kets outside India such as the Us and Europe in 2006 .— 
alone. According to recent reports, it is mulling its 
most ambitious acquisition bid yet in the form of 


Merck's generic business. It will cost Ranbaxy up- 


wards of $5 billion (Rs 22,500 crore)—more than - 
three times its revenues—but catapult it to the #3 
position behind Teva and Sandoz. “The generic business 
of Merck is a quality asset,” says Ranbaxy's CEO & MD, 
Malvinder Singh. “It offers a strategic fit to our business - 
and we would certainly be interested if it is available at 
the right price and en- 
hances shareholder value," 


| Su 
booming. Take India, for ^ he adds. | 
example. Early 2000, the Cipla It's not just Ranbaxy 
largest Indian drug maker, DRL that’s talking M&A. Smaller 


Ranbaxy Laboratories, 
had generic exports of Rs 
1,209.6 crore. Today, 79 
per cent of its revenues, 
or Rs 4,795.30 crore, 
come from international 
operations, most of which 





A Global Pygmy 


Indian generic players are much smaller 
than their global rivals. 


rivals, including Sun Phar- 
maceuticals, Nicholas 
Piramal, and Wockhardt, 
too have cherry-picked op- 
portunities abroad. Wock- ` 
hardt, for instance, has 
made four acquisitions in 
Europe (two in the UK, and 





whole, generic drugs have one each in Germany and 
increased their share in a Ireland) for $190 million. 
global markets from 8-10 > Bigger players like 
per cent three-four years = Hyderabad-based Dr 
ago to 12-14 per cent = Reddy’s Labs have also 
now. Over the next three = landed some big catch 
years (2007-09), some “ EMQUE ML | 2 such as Germany's be- 
$50-billion worth of gen- < O 1,000 2,000 3,000 4,000 5,000 6,000 7,000 8,000 9,000 : tapharm, which inciden- 


erics will go off patent, 
creating a huge market for 
generic drugs. Indian players, Who dive the twin 


Figures in $ million 


advantage of low-cost manufacturing and research, 
are. among the best placed to tap this opportunity 


Bulking Up 


Yet, things aren't as straig 





htforward. Perhaps the 


biggest problem that Indian generic manufacturers 
face is of size. Compared to the biggest generic player 


in the world, Teva-IVAX, the biggest Indian player 
Ranbaxy is less than one-fifth in size at Rs 6,070. crore. 
In this business, heft matters, ‘particularly : since the 
front-end—that is, distribution—is getting consoli- 





dated. That’s why. there has been a rash of mergers and . 


acquisitions in the generic space. IVAX, for instance, was - 


a separate American company until July 2005, when 


J เฉ s “Teva arcos it for $7.4 billion. Earlier, : 


Source: HSBC = tally is the biggest pharma 

acquisition by an Indian 

company, Dr Reddy’s is not ruling out further acquisitions 
to accelerate its global ramp-up. “Scale is becoming i im- 


portant because the R&D spend, if leveraged over a . - 


much higher amount of revenues and market share, ` 
becomes that much more affordable,” says G.V. Prasad, — 
Executive Vice Chairman and CEO, Dr Reddy'slabs. — | 
_ The need to scale up arises from multiple factors, but n 





everything links back to the changing competitive — » 


landscape. There was a time when the innovator com- 


panies (that is, those that own the patented drug) re 


would sneeze at the flea-market business of generics. E. E 
was below them to get into a market where generic — 
copies got sold for a fraction of the branded drug. 


However, their own dwindling pipeline of new drugs ` I 


has forced them to either ‘authorise’ manufacture ‘of: 





generics by a Teva or Sandoz or to launch their 4 owe ae. 
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E ls American pharma marketi iS rapidly moving t towards gener ic orgs S. 


s generic. copies. . With the iem; generic prices. in m TE 
have come crashing down. Today, it's not unusual for - 


a copy-cat drug to sell at just 5 per cent of the inno- | 
| vator drug price. What it means is that while $50- 60- 
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2 Volume market share of generics in the US 


US generic sales forecast ($ billion) Source: HSBC, USFDA 


1 Drop Ahead 


After 2008, patent expiries in the US drop significantly. 
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„Indian Companies are not Filing Enough - 
of ‘First Generics’ 
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billion worth of drugs may be going off patent in the 

next three-to-five years, the actually CHEERY is 
. vastly smaller. 
< Understandably, that has heightened competition 
among the pure generic companies. It's not enough 
anymore to come up with a generic drug, but you must 
also be the first to file for the right to sell it and, ideally, 
challenge and win some of the existing patents of 
the innovator's drug. That has driven through the 
roof the cost of such exclusive generics, since the as- 
pirant must not only battle the innovator company but 
also rival generic manufacturers. Even then, the risk of 
the innovator and a generic rival striking a deal for au- 
thorised generics remains. Says Dilip Shanghvi, CMD, 
Sun Pharma: *With new entrants, who have a differ- 
ent cost structure, preparing to enter the Us market, we 
do not think prices are likely to stabilise as yet." 


Market Diversification 
Then, there's another problem with the Us market. 
While Indian companies file the largest number of 
applications for generics (called ANDAs, or Abbreviated 
New Drug Applications), few of them are patent- 
challenging. That means most of the launches are 
destined to compete in the ‘commodity’ market, 
where both prices and profits are wafer-thin. 
— .. One way the Indian manufacturers have tried to beat 
the profit pressure is by diversifying into other markets 
such as Europe (see Europe is Promising...). Here, key 
markets like Germany and France are growing in value 
terms between 6 and 20 per cent annually, creating 
-new opportunities. However, the governments here 
seem more inclined to control prices of drugs to keep ` 
medicare costs low. That's one reason why some an- 
alysts say, in retrospect, that companies like Dr Reddy's 
may have overpaid for their European acquisitions. 
Needless to say, Indian drug makers will recalibrate 
their expectations, but persist in the European markets. 


Conditions เร ร อ ย ห i j 


Europe is Promising... 


and competitions are tougher 
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At the same time, the us will remain their holy grail. No 
doubt, generic prices are under pressure, but the de- 
mand for them is growing. In fact, factors such as the 
Medicare Modernisation Act and an ageing population 
are encouraging the move towards cheaper generics, and 
it is expected that by 2010, the share of generics could 
account for 70 per cent of all prescriptions dispensed in 
the Us, up from around 55 to 60 per cent at present (in 
value terms, the share is, however, just around 15 per 
cent today and this could marginally increase by 2010). 
Says Sun’s Shanghvi, who owns a manufacturing unit 
in the Us: “We continue to be primarily focussed on the 
Us because it is still the largest market and we would 
want to get to a certain size there.” 

The road ahead will be trickier to negotiate. Until 
recently, few of the Big Pharma companies or generic 
giants were tapping the low-cost manufacturing or 
research opportunities in India. But now they have 


realised the need to do so. Teva has a captive bulk drug 
plant in India; Mylan Laboratories of the us coughed up 
$736 million last August to buy Hyderabad-based 
Matrix Laboratories to get access to low-cost bulk 
drugs and formulations. Chinese manufacturers, who 
still don’t have any significant presence in the global 
market for generic drugs, are aggressive players in 
bulk drugs. That puts pressure on vertically integrated 


Generic Filings in the US Have Shot up... 


And so have generi 


approvals, though at a Slower pace 
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Indian companies such as Ranbaxy and Dr Reddy's to 
find ways of cutting costs further. 

Some of the solutions that such players have come up 
with include spinning off their capital-intensive R&D 
activities into separate entities. But as Ranbaxy's Singh 
seems to have realised, the time now is for bold moves. 
Indeed, scale up or ship out may be the new reality in 
Indian pharma. 
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The Price Conundrum __ 


India is already one of the cheapest markets for drugs. 
Does it need price controls? Perhaps not. amit ม เบ น น ญะ 
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Within reach: The industry is in favour of more drugs being sold over-the-counter, 
The government is against it; arguing that it will lead to improper self-medication 
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NE OF THE BIG IRONIES OF THE INDIAN in the world by volume. But by value, the Rs 27,000 


pharma story is this: Neither Indian 
drug manufacturers nor their investors 
are too excited by the domestic mar- 
ket. On the face of it, that must seem 
strange. The Indian pharma market is the fourth-largest 
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crore that manufacturers toted up in domestic sales dur- 
ing 2005-06 puts India at a distant 13th in the global 
stack-up. Now, the country's Chemicals and Fertilisers 
Minister, Ram Vilas Paswan, wants companies to sub- 
ject more of their drugs to governmental price controls. 
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offices here are still not equipped to handle applications. 
The absence of clear-cut procedural guidelines, and de- 
lays in disposing of pre-grant opposition are some of the 
issues that need to be addressed,” says a director at a 
pharma MNC. 


Changing Topography 

Meanwhile, the fragmented domestic industry is likely 
to consolidate further. In fact, in some sense, it is already 
fairly tight-knit. In branded formulations, for example, 
the top 50 companies account for 80 per cent of the 
market. There will also be further shift towards im- 
proved drugs—that is, ones that are more efficacious or 
come in a different and more convenient form or 
dosage. In industry lingo, it’s called novel drug delivery 
system, or NDDS. In addition, drug makers will target life 
style-related diseases. Over the recent years, thera- 
peutic segments such as anti-diabetic, cardiovascular, and 
neurological have grown rapidly, even as traditional 
segments, including anti-infectives, have declined. 
Most analysts expect the former to drive the industry’s 
growth in the years ahead. 

Over-the-counter (OTC) drugs are something 
else the industry is betting on. Currently, 80 per cent 
of OTC drugs is sold via standalone chemists and 
drugstore chains. Selling orc products through 
grocery stores is only permitted in rural areas of less 
than 1,000 inhabitants, but the industry has been 
lobbying for a change in this rule. “Wider access to 
non-prescription products will bring opportunities 


to manufacturers to sell to a wider consumer base 
and will allow retailers to expand their current 
product offering, thereby improving the quality of 
healthcare in the country," says D.G. Shah, General 
Secretary, Indian Pharmaceutical Association. 

The government is in two minds over expanding 
the OTC list. The industry argues that putting more 
household remedy drugs such as calcium supple- 
ments, antacids, skin ointments and medicated in- 
halers will create a market worth Rs 3,000 crore. 
However, Union Health Minister Anbumani 
Ramadoss doesn't seem to be in favour of it. The ar- 
gument against widening the OTC list is that 61 
per cent of Indians are illiterate and, therefore, 
there are chances of improper self-medication. 

A growing middle class and greater incidence of life 
style-related diseases mean that the domestic market will 
continue to grow. In fact, a cit study estimates that the 
industry revenues will touch Rs 1,20,000 crore by 
2010. It may still not be large enough to excite Indian 
drug makers, but it is this base that allows them to reach 
out to global generic markets. 
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. Destination India 


Outsourced contract research and manufacturing 
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could be a billion-dollar market by 2010. PALLAVI SRIVASTAVA 
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Changing fortunes: Given the high costs of developing drugs abroad, big companies are turning to India. Swati 
Piramal's (above) company Nicholas Piramal is developing a patented molecule for Eli Lilly 


ID-JANUARY, MUMBAI-BASED NICHOLAS 
Piramal announced a deal with gi- 
ant Eli Lilly to develop a patented 
molecule. The $100-million deal re- 
quires Nicholas Piramal to take the 
molecule (meant to treat metabolic disorders better) 
through clinical development phases I to II. In return, 
the Indian partner will get milestone-linked payments 
(which, hopefully, will total to $100 million), besides 
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the right to market the drug in India and some other 
parts of South East Asia. 

Why is Lilly, which has better labs and vastly bigger 
R&D budgets, turning to a small Indian company to de- 
velop drugs for it? The answer has to do with what's 
happening in the global pharmaceutical industry. 
Finding blockbuster drugs has got a lot harder, even as 
costs of R&D and compliance have steadily climbed. 
Various estimates put the cost of developing a drug in 
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The Global Outsourcing Opportunity 
The future definitely lies in contract research. 
CURRENT 
Contract Research $4 billion 





Contract Research $17 billion 





Source: Citigroup Investment 
Research 


the Us at between $800 million and $1 billion. The 


Piramal deal, if it bears fruit, will be a steal for Lilly. 


Actually, it’s just the sort of win-win arrangement 


that’s fuelling the growth of an entire industry—that of 
outsourced contract research and manufacturing (CRAM). 
“Timeline, affordability and confidentiality are some of 
the factors working in favour of companies like ours,” 
says S.P. Vasireddi, Chairman & Managing Director, 
Vimta Labs, one of India's leading clinical research or- 
ganisations (CROS). 

In 2005, the CRAM market was estimated, by 
ASSOCHAM, at $532.10 million, of which manufacturing 
accounted for 84 per cent and research the rest. The 
outsourced clinical trials piece, in comparison, was 
worth $100 million. If McKinsey's numbers are any- 
thing to go by, then the market is set to explode. The 
consulting firm expects revenues from outsourced 
clinical trials to touch $1 billion and CRAM to zoom to 
$900 million. “With an increasing number of CRAM 
agreements, the target is likely to be hit,” says Anil K. 
Agarwal, ASSOCHAM’s outgoing President. Agrees J.R. 
Vyas, Founder and CEO, Dishman Pharmaceuticals & 


THE OUTSOURCING DEALS 


A sampling of CRAM and sourcing deals. 
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growth i in 2006-07." MERC 


and manufacturing i is due to the 


-and inex | 
‘ensured that the competitive advantage remains. A 
vertically integrated supply chain and the presence of 
the largest number of us Food and Drug Administration 
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manufacturers have alwa; ys had to come up with 
generic copies of drugs patented elsewhere, the only 
way they could survive was by « 
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(FDA)-certified plants (100 at last count) outside the us 
mean that the environment is ideal for Big Pharma and 
other generic giants to either set up shop in the coun- 
try or tie up with established players. If you like num- 
bers, the cost of manufacturirig in India is 30-40 per 
cent lower than those of western countries and its 
labour cost is one-seventh that of the us. Besides, it has 
six times the number of trained chemists as in the us, 
available at one-tenth the cost. x 

Small wonder, innovator companies such as Pfizer 
have not just started sourcing products from India, 
but actually selling some of their manufacturing plants 


to Indian companies. Nicholas Piramal has Pfizer’s 


Morpeth facility in the UK. But interestingly enough even 


smaller players have cottoned onto the act. Chennai- 


based Shashun Chemicals acquired Rhodia’s pharma so- 


_lutions business and Dishman purchased Switzerland's 
Carbogen Amcis and I03S last year. 


With the. acquisition of Pfizer's Morpeth unit, 
Nicholas Piramal has emerged as one of the leading cus- 


. tom manufacturing organisations in the world. It already 


has a long-term contract. manufacturing agreement 
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Source: Assocham 





with Pfizer International for animal health products that 
fetches nearly 20 per cent of the company’s revenues. 
“Going ahead we have a three-pronged strategy: cap- 
turing newer chemical entities, innovative and unique 
processes for late life cycle products and easy transition,” 
says Michael Fernandes, Executive Director (Custom 
Manufacturing Group), Nicholas Piramal, who says sales 
from CRAM and clinical trials to be in the range of Rs 
600-700 crore by the end of this financial year. 

Dishman, which has nine manufacturing units in 
India, has plans of moving some of Carbogen 
Amciss large-sized contract manufacturing project 
work to its Ahmedabad facility. It is also one of the 
few companies that have set up shop in China and 
the uAE. Dishman's Shanghai unit will be up and 
running by December this year and the company 
is signing another JV for API manufacturing in 
Saudi Arabia. *We already import 70 per cent of 
our raw materials from China and in Saudi there 
are no bulk API manufacturers, so it makes sense,” 
explains Vyas. Dishman is also looking at biotech 
and nanotechnology CROs and says it will acquire 
more companies in Europe in 2007. 

Shasun Chemicals, which calls itself an “in- 
tegrated research and manufacturing solutions 
t provider”, is consolidating its position with 

more focus on new markets, tie-ups, R&D activ- 
ities and CRAMS business. But the company’s in- 
come through contract manufacturing and re- 
search is still small (7.5 per cent of total sales) 


to develop MNC relationships and to comply with the 
regulatory requirements of various markets. “Intellectual 
property protection would always remain an important 
issue, apart from things like manufacturing standards, 
capacities, people, expertise and regulatory approvals,” 
says Patankar. 

While some Indian companies have already in- 
vested significant resources for relationship building (vin- 
dicated by increased flow of contracts to India), they 
may face initial teething problems related to delay in 
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compared to its revenues from bulk drugs and in- 
termediates. Then, there are others like Divi's and 
newcomer Intas Pharmaceuticals who are carv- 


THE INDIAN OPPORTUNITY 


The market for clinical trials and CRAM could 
touch $2 billion by 2010. 


ing out their own niches. "Western contract 
manufacturers generally specialise in large-sized 
manufacturing. However, we are working with 





products like cytokines and hormones, where 2005 $87.1 million + $445 million — $100 million 

scales of manufacturing are quite low," says 2010* $900 million $1 billion 
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(like the Piramal-Lilly deal) nascent technologies 

or products and develops them through to clin- 

ical trials. *Eventually, we may license the product out 
again for commercialisation," says Patankar. 


Some Way to Go 

Despite the exponential growth expected in the contract 
manufacturing space, long gestation periods might 
test investor patience in the long term. That's because 
a significant amount of time and resources are required 





COST OF POSTPONEMENT 


regulatory approvals, slower ramp-up from the MNC 
partners, and product withdrawals, among others. 
Some MNC pharma companies test the waters by award- 
ing smaller contracts or by sourcing smaller volumes tll 
they gain confidence in their Indian partner. Therefore, 
a couple of big wins may be required to gain confidence 
of MNC companies. The good news: the industry may 
not have to wait too long for that to happen. 
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The Quest for New Drugs - 


Developing a new drug from scratch is still a tall order 
for most Indian companies, but there’s plenty afoot. 


E. KUMAR SHARMA 





The holy grail: Saldanha (above) says Glenmark's goals are clear; it wants to be a pure 
innovation company. It hopes to get six compounds to launch stage by 2012 


VIVAN MEHRA 


F IT HAPPENS, IT WILL BE SWEET VICTORY FOR DR 

Reddy's Laboratories, and which is why it is 

appropriate that India's first indigenous drug 

may be the one to treat diabetes. *If all goes 

well with the phase III trials of balaglitazone, then 
the earliest we can launch the drug would be in 2010 
or 2011. If not, then it could take another two years (for 
the next)," says G.V. Prasad, the company's Executive 
Vice Chairman and CEO. 

Balaglitazone, or DRF 2593, happens to be the most 
advanced NCE (new chemical entity, or molecule) in the 
country, having successfully completed phase II clinical 
trials. Dr Reddy's now hopes to announce shortly the 
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launch of phase III trials for this molecule meant for the 
treatment of type 2 diabetes. 

If it is balaglitazone or bala (as it is referred to in- 
ternally) for Dr Reddy's, it is oglemilast (GRC 3886) for 
Mumbai-based Glenmark Pharmaceuticals. Currently 
in phase II trials, it will treat asthma and Glenmark 
hopes to launch it by 2009/2010. That is not all. By 
then, it hopes to get another lead to launch stage. 
This is GRC 8200, a novel drug for type II diabetes that 
it recently out-licensed to Merck KGaA. 

There are other companies in pursuit of their own 
drugs. Pharma major Ranbaxy, has a molecule, RBx 
11160 (an anti-malarial) in phase II clinical trials, 


Wockhardt has WCK 771 (a broad spectrum antibiotic) 
also in phase II. Zydus Cadila has four new molecular 
entities in development and this includes ZYH1, a 
compound for treating dyslipidemia (read: high cho- 
lesterol), which is also undergoing phase II clinical eval- 
uation. Similarly, Nicholas Piramal India has a lead mol- 
ecule in oncology (P 276) that belongs to a novel 
class of anti-cancer agents called CDK 4 inhibitors. 
This is undergoing phase I/II clinical trials in Canada 
and India. The company also has two candidates in the 
inflammation space and one in infectious diseases. The 
one in infectious diseases is an anti-fungal herbal 
product in phase II clinical trials. In fact, various an- 
alysts say that about 10 companies could be pursuing 
any kind of serious NCE re- 
search and working in all with 
some 40 NCE leads. 

Analysts, however, point 
out-that arguably the most 
aggressive pursuers of NCEs 








"* 


u 


, 
d 


WHAT'S IN THE PIPELINE? 


There are quite a few new drugs in the labs, but the first one may 
not hit the stores until 2010 . 
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an asthma and chronic ob- 
structive pulmonary disease 
(COPD) molecule. 

"Companies need to first define their goal and de- 
cide where they want to be," says Glenn Saldanha, 
CEO, Glenmark. *A few of our contemporaries have 
still not made that decision. We are clear that we need 
to be a pure innovation company and our generic 
business will only help fuel innovation," says 
Saldanha. The company has heavily focussed on this 
in the past five years and now on hopes to get one 
molecule every year into clinical trials. 

As for Dr Reddy’s, it has a pipeline of nine NCEs, of 
which five are in clinical development and four in pre- 
clinical stage. Out of its portfolio, the company has as- 
signed four NCEs to Perlecan Pharma and one each is un- 
der a co-development arrangement with Rheoscience A/S 
of Denmark (this is for DRF 2593, or bala) and ClinTec 
International (this is for DRF 1042 in phase II, meant for 
solid tumors). Other than these, Dr Reddy's plans to 
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All launches are subject to successful completion of clinical trials | to III 


complement the internal R&D efforts by pursuing, what 
it calls, *strategic partnerships and alliances". *It has 
taken us 10 long years to get to this stage. We li- 
censed it (bala) out (to Novo Nordisk) in 1997 (Novo 
exited the deal subsequently)," says K. Anji Reddy, 
Chairman, Dr Reddy's Labs. 

In the last three years (fiscal 2004, 2005 and 2006), 
Dr Reddy's spent Rs 73 crore, Rs 87 crore, and Rs 82 
crore, respectively, towards drug discovery activities. But 
what excites him, says Reddy, is that some of their drugs 
could well change the way people live—in particu- 
lar, drugs relating to obesity and atherosclerosis (fat de- 
posits along artery walls). “It is time more Indian com- 
panies realised that there is a window of opportu- 
nity—not many Big Pharma companies are coming 
out with blockbusters," he says. With some luck, com- 
panies like Dr Reddy's may soon earn the innovator tag. 
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The Buzz in Biotech 





Biogenerics is the new buzzword, but don't expect any 
fireworks for the next few VEalS. E. KUMAR SHARMA 


"d 





Long way to go: Biotechnology is still in a nascent stage, having been around for just three decades globally. In 
India, there are few stand-alone biotech firms and they are predominantly vaccine-based companies 


IOTECH IN INDIA IS BIG OR SMALL, DEPENDING 
on how you define it. Revenue estimates 
range from a few hundred million dollars to 
$1 billion. The higher number includes tissue 
culture and other fermentation-based tech- 
nologies as well as services such as clinical trials. So, even 
if one were to discount the figure by a good 60 per cent 
(as those who track the sector would suggest), the industry 
revenues would still add up to a respectable $400 million. 
"The bouquet of biotech products on offer will increase 
at a rapid rate and the rate of growth of biopharma will 
be much steeper compared to the growth in small 
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molecule (conventional chemistry)-based products,” 
says Utkarsh Palnitkar, a partner at Ernst & Young and 
who has tracked the sector closely for years now. 
But, as Palnitkar notes, it is pharmaceuticals that 
dominate the market and this scenario will remain 
unchanged for some years to come. In fact, biotech- 
nology is typically a division for several large companies 
in India. There aren’t too many stand-alone biotech 
firms in the country, and the handful that are, have 
grown from being one-trick ponies to multiple-product 
marketers. Still, the vast majority of them are first 
generation protein manufacturers and predominantly 


Mudra Lifestyle Ltd. is proposing to make a public issue of securities, and has filed a Draft Red Herring Prospectus with SEBI. 
The DRHP is available on the SEBI website at www.sebi.gov.in as well as on the BRLM's website at www.sbicaps.com 
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vaccine-based companies. Few of them can claim to 
have a monoclonal antibody-based pipeline, the hall- 
mark of a biotech company. 

Talk to players and it becomes evident that the 
strength of the Indian biotech industry at present is 
largely in bio-manufacturing and this is expected to 
grow. “There is a huge potential going forward. Just 
look at the players and the quantum of investments that 
the sector is now attracting in India,” says Kiran 
Mazumdar-Shaw, Chairman and Managing Director, 
Biocon. She feels that with corporate players such as the 
Tatas and Reliance Life Sciences entering the industry, 
there’s good chance of the sector growing to $5 billion 
in revenues by 2010 and to $20 billion by 2020. A lot 
of the players are placing their bets on the generic 
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space or bio-similars. For instance, Dr Reddy’s Labor- 
atories, which set up its critical care and biotechnology 
business in 1998, intends to continue its investments 
into building the infrastructure and capabilities for 
launching biogenerics in the less-regulated markets in 
the next few years. Its longer-term target is to enter reg- 
ulated markets when regulatory issues become clear. 
In biotechnology, it is often said that the process is 
as important as the product itself, since different strains 
can be used to extract the same protein. Therefore, the 
manner in which bio-equivalence can be established is 
the crux of the issue. If the regulatory authorities accept 
bio-similars and simultaneously prescribe a larger 
quantum of clinical trials, the cost advantage that 
Indian companies have will stand negated. But “I do 
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think biotech has a lot of potential and since the tech- 
nologies are evolving, there is now a greater under- 
standing of the genetic basis of diseases,” says Dr 
Reddy’s Executive Vice Chairman and CEO G.V. Prasad. 

Currently, Dr Reddy’s biotechnology portfolio 
comprises Grafeel, the biogeneric version of Filgrastim, 
a recombinant protein used in chemotherapy-induced 
neutropenia (blood disorder) and bone marrow trans- 
plantation. Other than Grafeel—which has been 
launched in India, Brazil and a few other countries—it 
has 10 products in various stages of development. 

Some biotech players are even looking at taking their 
improved drugs to international markets. Panacea 
Biotec, a vaccine-focussed company, is a case in point. 
The company, with its tie-up with UK-based Chiron 
Vaccines, is focussed on manufacturing, especially in the 
area of vaccines. Some analysts also say that Panacea is 
gearing up to launch proprietary NDDS-based prod- 
ucts in international markets. Similarly, Hyderabad- 
based Shantha Biotechnics has put its global manufac- 
turing strategy on a stronger footing by selling a majority 
stake in itself to French major Merieux Alliance. 
Biocon has a discovery programme as well with its joint 
venture partner CIMAB of Cuba. 

Although earnings-focussed analysts aren’t too 
upbeat about Biocon’s prospects in the short term, it 
has the most ambitious plans of all biotech companies 
in the country. It has a presence in biopharmaceuti- 
cals and specialty enzymes (via Biocon), custom syn- 
thesis (Syngene), clinical research (Clinigene) and 
biologicals (a joint venture, Biocon Biopharma- 
ceuticals). At present, about half of Biocon’s rev- 
enues come from statins. It has signed a licensing deal 
with a US-based company in insulin (further details are 
not available), and has plans of launching erythro- 
poietin (used for kidney failure and cancer associated 
anaemia) in India. It recently launched a first-of- 
its-kind cancer treatment drug called BioMAb-EGFR, a 
therapeutic monoclonal antibody-based drug for 
treating head and neck cancers. More recently, 
Biocon and Abu Dhabi-based pharma company 
Neopharma signed an Mou for a JV to manufacture 
and market a range of biopharmaceuticals for the GCC 
(Gulf Cooperation Council) countries. 

Globally, biotechnology completed three decades in 
2006 (the first biotech firm, Genentech, was founded 
in April 1976). “Increasingly, pharma companies seem 
to have found that small molecules (traditional chem- 
istry-driven) have not been able to solve some of the 
emerging medical problems and they are beginning to 
rely on biopharmaceuticals," says Deepanwita 
Chattopadhyay, CEO, ICICI Knowledge Park, in 
Hyderabad. As the mystery of the human genome 
unfolds, biotech will only gain in significance. 8 
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Indian Aviation 
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viation sector in India has taken off - quite 
literally. Influx of newer airlines, exponential 
growth in passenger figures, billions of dollars 
worth of procurement both by the commercial 





aviation industry as well as the military aviation 
(predominantly the Indian Air Force) has the global aviation 
industry clamouring for their share of the Indian pie. 

Indian Skies are experiencing a new dawn due to: 

๑ Rising income and consumer confidence 

๑ Travel liberalization globally 

๑ Leisure travel increasingly more affordable 

๑ Low Cost Carriers are reshaping air travel 

๑ Airport privatisation 

According to Directorate General Civil Aviation India 
(DGCA), air traffic increased by 27% in 2005 compared to the 
previous year. The number of scheduled operators has increased 
from just 4 in 2003 to 13 airlines at present. According to the Center 
for Monitoring Indian Economy (CMIE), domestic air traffic in the 
year ended March 31, 2005 reached 20 million. It is now estimated 
that the domestic Indian market will add 5 million passengers every 
year for the next five years, growing to 45 million passengers by 
2010, Within a decade of existence in the aviation sector, private 
airlines have changed the market place, and they now account for 
over 60 % of the domestic aviation market share. 

Leading the domestic market is still Jet Airways followed by 
Indian (earlier Indian Airlines) and Air Deccan. However, their 
market share has dipped with the influx of newer carriers most of 
which are low-cost airlines. This has resulted in more affordable 
travel as prices are cut drastically. Several new entrants such as 
Air Deccan, SpiceJet, GoAir, Kingfisher and Paramount have 
begun to mark their presence on the Indian airspace, capturing a 
market share of more than 31% in the first quarter of 2006. 

The market is gearing up for an adventurous ride of price wars 
as few more low-budget airlines waiting in the wings - Jagson 
Airlines, King Air. Mega Airways, Indus Air and Megapode 
Airline. IndiGo has made its entry as well, with ambitious plans. 


Passenger Aircraft Procurement Plans 
With both full-service and low-cost airlines in India now 


pursuing fleet-expansion plans, the world’s aircraft 


Flying high and mighty 


by R. K. Jain 


manufacturers are focusing on the country às a lucrative market. 
Alongside Boeing and Airbus, regional jet makers Bombardier 
and Embraer, as well as European turboprop maker ATR, have all 
benefited from the boom in the country's civil aviation sector. 
India's state-controlled Directorate General Civil Aviation 
(DGCA), estimates that India will add 450 aircraft to its existing 
fleet of 215 over the next five years. 

India's traditional international carrier, Air India, wants to 
join the growth and has ordered 68 Boeing aircraft, with a list 
value of $11 billion including $2 billion in new CFM and GE 
engines. Air India's order consists of 23 B777s, which includes 
eight B777-200LR (Long Range) Worldliners and 15 B777- 
300ERs (Extended Range), and 27 B787-8 Dreamliners. Air 
India Express, a wholly owned subsidiary of Air India, will 
receive 18 Next Generation B737-800s. 

State-owned Indian Airlines competing vigorously to hold on 
to it's share of the domestic market it once owned has ordered 43 
Airbus A319s, A320s and A321s, valued at $2.5 billion, to be 
powered by CFM56-5s and delivered from October through 
March 2010. 

Jet Airways will acquire 10 Boeing 787-8 series aircrafts also 
known as Dreamliners for more than $1.5 billion. Jet Airways is 
the first private carrier and the second domestic airline after 
national carrier Air-India to acquire the Dreamliner aircraft. The 
airline will use the aircraft for its international operations. 

Air Sahara is buying 10 new Boeing B737-800 passenger jets 
worth more than $700 million. Delivery of the aircraft is due to 
begin in the middle of 2009. 

Kingfisher Airlines placed a firm order for Airbus A380s, 
A350s, A330s and A320. The airline has aggressive long-haul 
growth plans. They also placed a firm order for 20 ATR 72-500s 
turboprops plus an option for 15 additional aircraft. 

Air Deccan has ordered 68 regional transports--32 A320s and 
36 ATR 42/72-500s--to be delivered over the next five years. Its 
goal is 600 daily flights by then, which the airline expects will 
make it India's largest domestic carrier. 

SpiceJet, which operates 20 flights a day with three 737- 
800s, has placed a $630-million order for 10 737-800s to be 
delivered by 2007. 

With all these airlines planning significant increases in capacity 
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the market is set to sizzle. However, all this growth in the seat 
capacity also requires a similar growth in aviation infrastructure. 


Civil Aviation Infrastructure development 


To accommodate the increased traffic, the government of 


India is investing to upgrade infrastructure, including airports 
and the road, rail and sea links to serve them. Minister for Civil 
Aviation Praful Patel said the government plans to shore up the 
country's network of secondary airports to alleviate some of the 
burden on Mumbai and New Delhi, 
which together handle 60% of the 
country's traffic. 
















"We are planning to make the aviation 
industry yet another engine of national 
erowth and [a] driver 
of [the] economy." says 
India's Aviation Minister — 
Praful Patel. "Our plans for developing airports in 
Mumbai, Delhi, Bangalore and Hyderabad are in advanced 
stages of take-off. The target date for completion of stage-I of the 
upgradation and development of both Mumbai and Delhi 
Airports is 31 March 2010. We are also preparing an ambitious 
plan to set up a network of 35 worldclass airports in the country, 
thereby cutting down physical distance and giving a boost to 
trade, tourism and transportation of goods from the hinterland." 

According to Patel, linking around 400 airports in the country, 
some of which are underused, would bolster overall economic 
erowth. The plans for world-class upgrades to 35 airports will be 


implemented over the next three to four years, he adds. 





Recently, Nagpur airport in central India was declared India's 
14th International airport, and plans are afoot to bring an 
international firm to set up a maintenance and repair facility. 

India is also reviewing its restrictive FDI policy in civil 
aviation. with a plan to allow foreign airlines and airline 


entrepreneurs to invest in ventures for operating cargo, charter 





planes, sea planes, helicopters and non-scheduled flights. The 
restriction on scheduled airline operations in the domestic skies 
will, however, continue. Though formal guidelines on the fresh 
FDI norms is yet to be framed, government is expected to 
maintain the overall foreign direct investment cap of 49% for the 
civil aviation sector. 

Federal Aviation Administration (FAA) and India's Minister for 
Civil Aviation have signed an agreement to further the development 
and modernization of India's civil aviation infrastructure. The two 
countries' aviation experts will work together on issues ranging 
from air traffic control 
training and procedures 
to aviation safety 
standards and 
regulations. FAA is working 
with the Indian government to 
GAGAN, 


satellite-navigation system, to handle the expected 


implement India's 
growth in domestic traffic and to integrate the system seamlessly 
into the satellite navigation systems used by Japan, the European 
Union and the U.S. 


Investment in the Civil Aviation Sector 

There's a pot of gold at the end of the rainbow for MRO 
businesses in India, as more than 200 aircraft are added to fleets 
in the next few vears. Rising fuel costs also could result in 
neighboring countries turning toward India for their maintenance 
and overhaul needs, as opposed to flying farther away. 

The entry of new airlines this year is expected to open new 
revenue streams for national domestic carrier Indian. In the first 
deal between a private and public sector airline in India, startup 
Kingfisher Airlines will outsource ground handling and 
engineering maintenance facilities to Indian Airlines for $23 
million per year for a two-year period. Looking at upgrading 
infrastructure, Indian Airlines is expected to soon sign a pact 
with SIA Engineering Co. (SIAEC) for aircraft engineering. 
Potential customers Indian Airlines is examining include airlines 
from countries within five hours' flying time of Delhi. Even 
Kazakhstan is within the range. 

Pratt & Whitney and GE Aircraft Engines are said to be in 
talks with prospective partners. Even Airbus and Boeing have 
held discussions with Hindustan Aeronautics Ltd. (HAL) about 
setting up overhaul and maintenance facilities in Bangalore, 
where a new international airport is coming soon. 

Aircraft manufacturer, Boeing entered into a MoU with the 
state government of Maharashtra in India to set up a 
maintenance, repair and overhaul (MRO) facility in Nagpur. Its 
biggest competitor followed suit. Airbus announced its decision 
to set up a MRO facility in Nasik, about 435 miles from the 
Boeing's facility. 

Boeing plans to spend an initial $185Mn in the facility and 
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other allied services. The first phase of the project will consist of 
an investment of $100Mn. Apart from this the company may 
spend $75Mn in an aviation academy in the country. Airbus’ 
initial investment is also to the tune of $100Mn on the MRO 
facility. Airbus plans to tie up with Hindustan Aeronautics Ltd. 
(HAL) for this venture as well. The fully-owned subsidiary of 
Europe's EADS recently announced plans to invest about one 
billion dollars in India in the next 10 years. Airbus said it is 
looking to set up training centres maintenance, repair and 
overhauling (MRO) facility; engineering centre and design 
center in India. 


Military Aviation 

With over 120.000 personnel and an aircraft inventory of 
nearly 1,700 Indian Air Force is amongst the five largest air 
forces in the world. Now India's booming economy, nuclear 
weapon status and a space programme ensures that the strategic 
influence of its air force has global implications. 











India's air force is one of the few air arms 
that conduct operations across the full 
spectrum of air power including the nuclear 
strike role. The Indian navy and army both 
have their own air arms and moves are 
underway to eliminate overlaps in roles and 
missions between them and the Indian air 
force. The army wants to acquire its own 
attack and transport helicopter capabilities to 
reduce reliance on the air force. Ambitious 
plans by the navy to field new carrier battle 
groups, support by a air group of MiG-29 
combat jets, will reduce reliance on shore 
based air force strike aircraft. 

India's ambitious procurement plans for its air force are 
driving efforts to attract international involvement and 
investment in the country's defence and aerospace industry. 
Various planned purchases could potentially see a major 
injection of foreign technology and capital into India's state 
owned aerospace industry, with it likely that many of these 
aircraft will be assembled or built in India. 

India's largest planned procurement is of 126 medium 
fighters to replace the air forces MiG-21s. The Air Force 
fighter squadron strength has been fallen from 39 to 35 and the 
[AF is clamouring for a large $8 billion order for 126 fighters 
for delivery around 2010-12. The aircraft will provide a stop- 
gap until the availability of the Tejas light combat aircraft 
being developed by Indias DRDO and HAL produced Su- 
30MKIs arrive in strength. In March 2004 India and Israel's 
Elbit Systems signed a $1.1 billion contract to supply three 
Phalcon radar equipped aircraft, opening the way for the 
Indian air force to acquire its first 
significant airborne early warning 
and control (AEW&C) aircraft 
capability. The first aircraft will be 
delivered by 2007, followed by the 
other two by 2009. India also 
launched an indigenous AEW&C 
project to be based on a yet to 
determined airframe. The Air Force 
wants to double the size of its 
medium transport fleet and renew 
the An-32 light transport fleet. IAF 
also indicated that the deal with 
Lockheed USA to acquire 6 C-130J 
is in the final stages. Fifty Heron 
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will be purchased if a $230 million 
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of 66 Hawk 132 advanced jet trainers marked a major refocus 
of India's defence procurement. Under a $2.6 billion deal, 24 
aircraft will be built in the UK and the remainder will be 
assembled by HAL in India. 

India embarked on a defence-spending spree in 2000, 
including the licensed production by HAL of 140 Su-30MKIs 
based on a contract signed on December 28, 2000, in Irkutsk. 
The Irkut Corporation performs here as a general contractor. 
Licence-production of Su-30MKIs began in 2004, but the total 
order has since been cut to 120, which is now reported to 
significantly over budget at a projected cost of more than $ 8 
billion. HAL ts also to upgrade up to 135 MiG-27Ms with a mix 
of French, Indian and Israeli systems. The final ten Mirage 
2000EHs have recently been delivered, while India still is 
negotiating with Qatar to buy its 11 stored Mirage 2000s. A 
major upgrade of the Mirage 2000 fleet is being proposed. 
However, the upgrade of the MiG-21 fleet is still not complete. 

Production of LCA Tejas is now due to start in 2008 for entry 


into service in 2010, A requirement exists for 200 aircraft with an 


in-service date expected from late this decade. The air force also 
requires jet- and turboprop-powered basic trainers. The former 
will be the HAL HJT-36, 187 of which are required. A $660 
million deal was signed with Russia for the delivery of 80 Mi-17- 
I Vs to replace the aging Mi-8 fleet in 2007. The MoD has just 
sanctioned $ 90 mill to convert the ALH Dhruv into a Light 
Combat Helicopter, with a rapid firing gun, rocket launchers, and 
an unknown anti-tank missile system. The air force is to receive 
up to 150 Dhruv advanced light helicopters and requires 12 new 
transport helicopters. including eight for VIP work. 

The India air force's contribution to New Delhi's security 
policy is expected to grown in coming decades if ambitious 
procurement plans come to fruition and it acquires significant 
new air combat, command and control and logistic capabilities. 
Its reach and power is growing at a very fast rate. India is also 
seeking partners to help it grow both its air force's capabilities 
and its aerospace industry. The major imponderable is whether 
the Indian air force possesses the human, technical and financial 


resources to keep its modernisation plans on track. 


INDO-RUSSIAN COOPERATION 


he visit of the Russian President V.V.Putin to India in January 2007 gave a new impetus to more than four decades of Indo- 
Russian cooperation in military and technical areas. Under the aegis of the Rosoboronexport State Corporation all the main 
enterprises and organisations of the Russian aerospace industry present the latest in aeronautical engineering, helicopters, 


aviation armament, air defence systems, electronic warfare and communication systems, as well as space technologies for both 


military and civil application. 

The annual volume of the Indian import of the Russian 
military- and dual-use products, technologies and services 
exceeds $1.5 billion and is to increase within the next few 
years. The main bulk here is taken by its aviation component. 
Implementation of Su-30MKI Project heralds a new phase in 
the current history of Indo-Russian military-technical 
cooperation. Designers and specialists from both countries 
have been working on this and obtained experience has 
allowed the license production of 140 Su-30MKI fighters on 
the production lines of HAL Corporation. RAC MiG Corp 
signed the contract on supply to the IN of 16 MiG-29K (KUB) 
ship-born fighters. All the works are being implemented in the 
strict accordance with the timeframe jointly agreed with the 
Indian side. 





à b 
il 
Russian President Putin, Rosoboronexport CEO Sergey Chemezov and HAL 
CEO Ashok Baweja at the signing of a contract. 





Another prominent bilateral aerospace collaboration was the choice in favor of the Russia for the HAL tender on aero-engine 


for the Indian jet trainer (Intermediate Jet Trainer Project). The general contract between the Rosoboronexport State Corporation 


and the Indian Corporation Hindustan Aeronautics Limited on license production of the AL-551 aeroengines at HAL facilities was 


signed in the presence of the President of the Russian Federation V.Putin by the Rosoboronexport Director General S.Chemezov 
and Hindustan Aeronautics Limited (HAL) President Ashok Baweja. According to the general contract the HAL Corporation has 


the right to produce 1000 engines. 


The Indo-Russian joint cooperation is leading to visualizing new large-scale projects in aviation sector, amongst which are the 
joint manufacturing of Multi-role Transport Aircraft, with the involvement of Rosoboronexport, IRKUT, HAL and Ilyushin DB, 
and the Project of joint development of "Sth" generation fighter aircarft. 
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Do Not Call’ option- An initiative from ICICI Bank. 








At ICICI Bank, we try to offer you executives about our many offers, 
the very best schemes and services. simply visit our website, and 
However, we also respect your enroll yourself for the 'Do Not Call 
privacy and realise the value of option. We will try to make sure 
your time. So, if you prefer not to that you no longer receive any 
receive calls from our marketing calls from us. 
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- Climbing Higher 


The rising interest rates will result in an increase in your outflows. 


What should you do to avoid the pain? KRISHNA GOPALAN 


HEN FINANCE PRO- 
fessional Viral 
Mehta, 35, bought 
a 1,200 sq. ft 
three-bedroom ap- 
artment in a Mumbai suburb, he 
pocketed a deal as the interest rate 
on his home loan was merely 7.25 
per cent. His equated monthly in- 
stallment (EMI) on a loan of Rs 38 
lakh worked out to Rs 30,034. But 
that was two years ago. The inter- 
est rates then were at their lowest 
and Mehta got lucky with the bar- 
gain. Since then, the story has taken 
a turn. Rates have now crawled 
up to 9.75 per cent, pushing up 
Mehta’s monthly outflow by 20 
per cent to Rs 36,043. For Mehta, 
it was a surprising revelation. “Back 
then, I didn’t foresee that the rates 
could go up so much,” he says, “it 
has upset my monthly calculations.” 
Mehta’s is not an isolated case. 
Scores of individuals 
have seen their 
monthly numbers 
go haywire due 
to the steady E 
surge in inter- P 


loans are long-term commitments 
and during this tenure, there will be 
times when interest rates will move 
up and times when they move 
down. Two years saw the interest 
rates prevailing at an all-time low of 
7 to 8 per cent. Today, the rates are 
hardening and are currently around 
9.5 to 10 per cent.” 


est rates. It’s not just the housing 
loan rate that has been affected. 
Loan rates on cars and bikes and 
even travel have surged, especially in 
the last year. The effect of the rate 
hike has been particularly sharp as 
corporates have borrowed big, 
which has resulted in credit growth 
of over 30 per cent, while a dearth 
of depositors has squeezed the loan- 
able funds of banks. Little wonder 
then, that retail loan giant, ICICI 
Bank, has affected two rate hikes 
this year and other public and pri- 
vate sector banks have followed 
suit. Rates are up by 50 to 150 
basis points over the last year. 
Says V.S. Rangan, Senior 
General Manager, 
HDFC: "Housing 
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Sudhin Choksey/ Managing Director/ Gruh Finance 


‘A borrower should stay put as there are costs 
involved in moving from fixed to floating” 


The Rate Relationship 
Typically, there is little or no control 
that borrowers have over the rate of 
interest and this depends on the 
liquidity in the system and at what 
rate the lenders are borrowing their 
own money. For Mehta, the ap- 
prehension is understandable. “I 
hope the interest rates will not go 
beyond 10-10.5 per cent,” he says 
with more than a bit of caution. 
So, what does someone like 
Mehta now do? After all, increasing 
interest rates will impact every loan 
that he has borrowed. According 
to Puneet Chaddha, Head (Card 
and Retail Assets), HSBC, a borrower 
should always keep in mind the 





Jitender Balakrishnan/ Deputy Managing Director/ IDBI Bank 


end use. “Any borrower should re- 
alise that rates can go up any time. 
It is important for him to cater for 
contingencies as well," he adds. By 
contingency, one is not always 
referring to an emergency but even 
something like going on a holiday. 
The basic idea is to keep some spare 
cash handy over and above a couple 
of EMIs to adjust the outstanding 
loan, so that the monthly install- 
ment is at a manageable level. 


Fixed or Floating 

There is, of course, the option 
to move from floating to a fixed 
rate if the rate hike is too much. 
“For an existing borrower at this 


"here is typically a cycle in interest rate 
movements and they will not rise forever " 


stage, I think he should stay put 
since there are costs associated 
with moving from one option to 
another," says Sudhin Choksey, 
Managing Director, Gruh 
Finance. He agrees that 2006 was 
quite volatile as far as interest 
rates were concerned and for 
now, a *wait and watch" attitude 
from the borrower's side seems 
like a smart thing to do. “For a 
new borrower, I would suggest 
a semi-fixed option as the best 
bet," avers Choksey. 

These days banks have started a 
hybrid of fixed and floating rate 
home loan products where a part of 
the outstanding is fixed and the 
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other is floating. Says Rangan: “The 
loan will be broken up into two 
parts—one on which interest is 
charged at a fixed rate and the other 
on which interest is charged at a 
floating rate.” Such products will 
help reduce the impact of the rising 
interest rates. 

For the likes of Mehta, “wait 
and watch” seems a prudent thing 
to do before switching. Sunil 
Rongala, Group Economist at the 
Chennai-based Murugappa Group, 
is of the opinion that when it 
comes to home loans, he would 
still go for floating. “I think rates 
will come down since India is not 
a classic inflation case like that of 








ez 





4. u 


* 
* 


l A BI ETE 


Argentina. Besides, inflation is cer- 
tainly not out of control here in 
India,” says Rongala. 
Alternatively, an individual has 
the option of increasing the tenure 
of the loan as most banks are doing. 
But one must always keep a tab on 
the outstanding and pre-pay a part 
of the loan or increase one’s EMI 
so that the extended tenure does 
not stretch for too long. Says 
Rangan: “Most institutions reset 
the tenure of the loan if there are 
any interest rate fluctuations rather 
than change the EMI to avoid any 
immediate impact on the customer. 
However, in such a scenario, the 
customer should be cautious that 
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Ominous Signs 
The interest rate is on an uptick. 
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Deposit and prime lending rates of major banks 
in per cent Source: RBI 


the increase in the loan tenure does 
not go beyond one's earning years 
or one's retirement period." 


On the Rise 


Most industry observers are clear 
that while the interest rates are 
hard to predict, the phenomenon 
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V.S. Rangan/ Senior General Manager/ HDFC 





“Any increase in the loan tenure should not go beyond one’s 
earning years or one's retirement period" 


DOS AND DON'TS 





Dos 


๑ Keep a tab on the interest rate and what your resultant outgo is 


e Always read the fine print when going in for a loan. You could be in for a nasty 
surprise. And if you have doubts, ask someone who knows the subject 


๑ Go in for pre-payment of loan if you think you are sufficiently liquid. It is not a bad 


idea to get a big loan off your back early 


e Cater for contingencies. Your increased outgo t each month is rarely the only significant outgo 
e Finally, prepare yourself for fluctuations in interest rates. It helps in better financial planning 


Don'ts 


๑ Confuse yourself as being a real buyer when you could just be an investor. This 
really means that when you buy a house, for instance, make sure how long you 


plan to hold on to it 


e Acquire another asset without reason when rates are dropping. Make sure you 
need the asset and that you are liquid enough for a significant outgo 


e Move from fixed to floating or vice versa without a proper reason. There is a 


switching cost that is involved 


e Go in for savings without a proper reason. Remember, high returns on savings 


are the ones with high risks as well 


e Finally, never panic when interest rates are going up. If you are well-cushioned, 


you will be comfortable 


of them rising continually is 
equally unlikely. *There is typi- 
cally a cycle in interest rate move- 
ments and they will not rise for- 
ever," maintains Jitender Bala- 
krishnan, Deputy Managing 
Director, IDBI Bank. On the issue 
of fixed versus floating rate of 
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interest, he points out that while 
the rate of interest is normally 
higher on fixed, the rate on float- 
ing can be changed according to 
the Prime Lending Rate (PLR). 
"Interest rates could probably in- 
crease by a quarter-to-half-a-per 
cent and then stabilise over the 


next few months," predicts 
Balakrishnan. That should sound 
good to the borrower since his 
actual outgo through the EMI will 
most importantly be predictable. 
So, even while there's a chance 
that it could stay stable, borrowers 
could do well to brace themselves 
for the hike. 

The need for the borrower to 
think smart and opt for a loan 
amount that is within his capacity 
can never be exaggerated. Pre- 
payment of a loan is surely an op- 
tion if the borrower has a larger 
amount of disposable income at 
a particular time against what he 
requires. “Yes, pre-payment of a 
loan is an option if there is a dif- 
ference in the rate of interest,” 
cautions Balakrishnan. 

All this would depend not 
merely on the current level of 
liquidity but also on the future cash 
flows of the borrower. After all, a 
hefty outgo in case of Mehta and 
several thousands of others would 
lead them to take a closer look at 
this unpredictable area. “Salary in- 
creases may not be that high,” states 
HSBC's Chaddha. On the issue of 
pre-payment of a loan, he maintains 
it depends on the mental make-up 
of a person. “For instance, if a per- 
son is close to retirement, it is a 
good idea to pre-pay a loan," 
he adds. 

At the end of it, the India 
story looks real and that is clearly 
the reason for this kind of liq- 
uidity. As far as the interest rates 
story goes, the consensus seems to 
be that we are entering a zone 
of stability, which is good news 
for the borrowers. However, like 
any other phase in a country's 
development process, a certain 
amount of caution is not only a 
good idea, but also necessary. A 
basic degree of financial planning 
acts as a good cushion for any 
individual against interest vagaries 
and that could well be the an- 
swer this time around as well. 
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DSPML Equity Fund (DSPMLEF) is an open-ended growth scheme seeking tc generate long-term capital appreciation, from a portfolio which is 
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period, the investor's holding in excess of 2596 of the corpus will be redeemed as per SEBI guidelines. For risks related to trading in derivatives and overseas 
investments, and other scheme specific risk factors, please refer the Offer Document. For more details, please refer the Key Information Memorandum 
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PRO-AM OF CHAMPIONS 2007 
In association with: 
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ITC-WELCOMGROUP 


Hotels, palaces and resorts 


Presenting the Business Today - Honda Pro-Am of Champions 2007. 
Aunique golfing event where the country's most respected corporate leaders and 
professional golfers team up to test their golfing prowess. Now into the 
12th year, this is India’s only standalone golfing Pro-Am. And, an opportunity for 
the who's who of corporate India to stake their claim in this coveted championship. 


Win an all-new Honda CR-V for a Hole-in-One! 
Venue : 


Kolkata Jan 20, 2007 Bangalore Feb 17, 2007 
| Royal Calcutta Golf Club Eagleton, The Golf Resort 


. Mumbai Feb 3, 2007 _ Delhi Mar 2-3, 2007 
ombay Presidency Golf Club Golden Greens, Gurgaon 
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INDIA 
TODAY 
GROUP 


Presents 


Best Bank 
LATEIN 


February 12, 2007, Mumbai 


Indias Fastest Growing Bank * India's Most Efficient Bank * India's Best Bank 


Since 1995, the annual Business Today survey of India's Best 
Banks, conducted in association with KPMG, has come to be 
regarded as the best yardstick for banks in India to measure 
themselves against their peers. It's that time of the year once again 
when the best banks step into the spotlight and receive their 
awards. Presented by DHL, the awards are a true recognition of 
excellence. Be sure you are there to catch the action, and the 


special Best Banks issue, which will be launched on the occasion. 
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fund manager. They have to be 
constantly on their toes to deliver 
returns that can hold back their 
investors and they can’t simply be 
patient with solid long-term inv- 
estments. If a fund is lagging beh- 
ind in performance, investors tend 
to cash out which therefore forces 
a fund manager to look for far 
riskier equity investments. Says 
Swaminathan: “It disturbs the inv- 
estment rhythm of the fund man- 
ager.” On the other hand, some 
investors have also begun to spec- 
ulate in mutual funds. A small per- 
centage rise in the NAV (net asset 
value) sees an exodus from the 
high net worth individuals to 
other NFOs. 

But nowadays, apart from an 
entry load of 2.25 per cent, inv- 
estors also pay an exit load. It’s 
the investor who bears the addi- 
tional costs which shave off close to 
around 4 per cent in his overall 
returns. Additionally, investors also 
have to bear the brunt of the initial 
issue expenses which are reduced in 
the NAV of the fund. 

Much of the churn seems to 
arise from the myth of whether a 
Rs 10 NAV is cheaper than say a 
Rs 100 Nav. In reality, both are 
the same because the underlying 
investments are at the current mar- 
ket price. More launches of new 
funds have been among the rea- 
sons for a high churn rate. It's the 
level of the market (Sensex) that 
determines if investors have entered 
at lower or higher levels, not the 
NAV of a fund. Says Sachdev: “It’s 
not that investors aren’t feeling the 
pinch of churn, but being finan- 
cial illiterate, they blindly follow 
distributors and are always caught 
on the wrong foot.” 

Also, consider taxes. Every time 
you churn your portfolio by mov- 
ing from one fund to another in 
less than a year, there’s a liability of 
short-term capital gains tax at the 
rate of 10 per cent. For instance, 
assume an investor enters a fund at 





Sanjay Sachdev/ Country Manager/ Shinsei Bank 


“You have to give time to your 
fund manager to perform and 
have faith in his investment call” 


The Churning Ground 


Redemptions are substantially 
high in equity mutual funds. 








E Net Inflow แพ Churn 

Figures in Rs crore Redemptions have reduced 
compared to sales, from 83 per cent in 2004 to 66 per 
cent in 2006, but they are still on the high side 
Source: AMFI 








How Churning Hurts 


‘What you should know before you chur 
your funds. 
e Sustained curing disturbs the invest- 


and increase risk to the overall portfolio 
° Short-term hort-term churning erodes maximum 

gains for investor due to short-term 

tax of 10 per cent and higher loads — 
๑ Churning should be considered as a 

tool to rebalan en 

investor's po 


an NAV of Rs 20 per unit at the 
index level of 10,000 in the month 
of June. If the market rises. by 
10 per cent in September, the NAV 
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surges to Rs 22 per unit. If the inv- 
estor decides to move out by book- 
ing profit and entering another 
NFO at Rs 10 per unit at the index 
level of 11,000, he is a clear loser. 
Here’s how? An investor will have 
to pay a 10 per cent tax, which 
will result in net returns of 
9 per cent post-taxes. Add to that 
the exit load that can range from 
1 to 2 per cent. 

Apart from a direct loss of the 
investible surplus, there’s also an 
indirect loss of time besides an 
opportunity cost of staying out of 
the market. Much of the gains go 
in vain as the deployment of the 
money mobilised through an NFO 
takes at least two-to-four months. 
If the market rises further during 
the process, a fund manager is 
likely to buy the same stocks at a 
higher price only adding to 
your costs, 

If you must switch out of a 
fund, make sure that’s it for a long- 
term goal like rebalancing your 
portfolio rather than a short-term 
one like profit booking. Says 
Hemant Rustagi, CEO, Wiseinvest 
Advisors, “switching can be nec- 
essary at times. You can’t invest in 
equity and sleep over the invest- 
ment. There is a constant need 
to keep a watch on your portfolio, 
if there is a need to rebalance 
asset allocation.” For instance, in 
a situation when mid-caps aren’t 
doing well, investors should rea- 
lign their portfolio and move into 
large-cap stocks. 

Short-term churning will only 
add to the constant pressure of 
keeping a tab on your investments 
and worrying about its perform- 
ance daily. Says Sachdev: “Investors 
should determine their goals and 
have a minimum investment hori- 
zon of three years, than speculating 
in funds. You have to give time to 
your fund manager to perform and 
have faith in his investment call.” If 
you want to build wealth over the 
long-term, stay put. 
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There's a cost to splurging. So before you pull out your wallet, 
check what you could lose. CLIFFORD ALVARES 


ANT TO KNOW HOW YOU 

can turn unnecessary ext- 

ravagance into a fortune? 
Its not that difficult and it cer- 
tainly is not hard work, but it only 
involves a little sacrifice, particularly 
if you are among the big spenders 
as Usha Thorat, 36, a business- 
woman discovered. Over the years, 
Usha developed a habit of buy- 
ing, among many other things, over 
100 pairs of branded shoes of over 
Rs 1,000 each. She also purchased 
over 50 pairs of expensive glares, 
25 watches, and more than 
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300 sarees. That apart, off late, 
Thorat has been flipping mobile 
phones and she has changed about 
20 models so far. 

It’s not that high-flying Thorat 
has used all the things she has pur- 
chased. Some of the shoes and 
sarees have been lying unopened 
for years. Besides, she also has the 
habit of buying books and eating 
out at classy restaurants. And all this 
is costing her a tidy sum of money. 
Not only is she spending about 50 
per cent of her current income of 
Rs 1 lakh, she’s also blowing away 


capital creation of the future. 


Effects of Splurging 

There’s a far bigger loss of money 
for Thorat. In fact, a steady accu- 
mulation of money into savings 
instruments such as provident funds 
or equity mutual funds and stocks 
can turn to a tidy sum over the 
years. Instead of buying your next 
new mobile phone, just sock away 
that money regularly in a mutual 
fund. It’s among the most simple 
forms of accumulating money and 
it can turn your thousands into 


crores over the long haul. 

Consider this, if you 
are smoking a pack of 
Marlboro Lights every 
day, your cost per day is 
Rs 80, which works out 
to Rs 29,200 per year. 
Instead, had you invested 
that money every year 
in, say, a provident fund 
account that gives a re- 
turn of 8 per cent per 
annum, you would have 
a tidy corpus of Rs 
33,07,870 over a 30- 
year period. The aggres- 
sive investor could ins- 
tead choose to invest in 
stocks where, if the re- 
turns are in the range of 
20 per cent per annum 
for the next 30 years, 
the accumulation is a lit- 
tle over Rs 3.45 crore 
(see The High Cost of 
Splurging). 

One main reason for 
the growth in the corpus 
is due to the benefit of 
compounding. Over the 
years, interest accumu- 
lates on the interest 
which accumulates more 
interest and that helps to 
build a tidy sum of 
money in the long run. 
The accumulation tends 
to multiply rapidly as the 
years progress, which is 
why even a small sum 
turns into a fortune over the long 
term. If you eat out every week 
and spend around Rs 2,000 per 
week, it tots up close to Rs 
1,17,81,453. The magic of com- 
pounding works best over longer 
periods of time. If you invest the 
same amount of money for, say, a 
period of 20 years as against 30 
in the above example, you will ac- 
cumulate Rs 47,59,244. But ins- 
tead, if you sock that money away 
for 35 years, you would have 
added more than Rs 1.79 crore to 


The High Cost of Splurging 
If you blow up your money, here's what you lose in 
the long run. 


, 
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your net worth. | 

One need not necessarily target 
only the big ticket items for cost 
cutting. But you can also tackle 
other weekly routine areas such 
as hiring a video or taking your car 
out for a long weekend drive. It’s 
a matter of finding that wasteful 
expenditure and taking steps to 
cut it down. 


Tackling it 
But before you do that, you need t 
have a defined goal and plan to 


3: 0j FT 
23095681 


find areas that require 
cost-cutting. If too much 
of money is spent bec- 
ause of the credit card, 
then you should be will- 
ing to give it up or risk 
spending more against it. 
Your plan can identify 
the spending areas that 
are not important or 
which can help you iden- 
tify the debt that does 


“3451098 more harm than good. 
d. It's best to avoid making 
é ^ spontaneous purchases. 
HUS —— When you go shopping, 


go with a list and don't 
buy anything that is not 
on the list. 

The next step is to 
find out how you can 
make investments easy 
and hassle-free. These 
days, with most of the 
banking done online, 
most websites offer a 
host of services to man- 
age your money. So in 
terms of alternatives, 
there are many options 
that you can choose to 
sock away the extra sav- 
ings. But among the eas- 
iest is to regularly invest 
in a mutual fund through 
the systematic investment 
plan (SIP). It's not too 
much of a hassle as the 
funds will automatically 
get debited from your 
bank account into the fund at that 
day’s NAV. 

Start saving with small 
amounts and see it grow. Once 
you find an investment that you 
are comfortable with and see how 
it accumulates over, say, a six- 
month period, that will encourage 
you to stick to your savings plan. 
If you do that for a 30-year per- 
iod, even with small amounts, the 
results are gigantic. Thorat's just 
begun on the savings journey. So, 
start now. 
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Where There is a Will 


Ensuring the right inheritance of your legacy is easier with a will. 
Here’s why and how you should write one. NITYA VARADARAJAN 


EN YOU WANT TO DIS- 
tribute your wealth 
according to your wishes 


after you are gone, there’s one 
thing that you must write out: a 
will. There are obvious benefits to 
executing a will well in advance. It 
ensures fair treatment of your 
property. As is often the case where 
there’s no will, the heirs squabble 
among themselves for inheritance. 
You must spell out a will between 
30-35 years, if you haven’t done so 
earlier—since the unexpected can 
happen any time. You can always 
re-fresh wills or alter the existing 
one at later dates depending on 
changed circumstances. And if you 
are older, it’s never too late to 
make one. 


The Process of Willing 


There are two types of wills— 
oral and written. An oral 
will is when a 
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person speaks his intentions aloud 
in front of witnesses. But in an 
oral will, there’s a possibility of 
misinterpretation, unless the wit- 
nesses are impeccable and fully 
understand what the person 
wishes. Besides, it helps to articu- 
late your will clearly. Says Kalyan 
Jhabakh, senior lawyer at Surana 
& Surana: “A will should be spelt 
out clearly and should be without 
ambiguities—then there is no room 
for the inheritors to squabble 
among themselves.” And a written 
will goes a long way in ensuring 
that. “A hand-written will, with 
some foresight and planning, is 
much better,” he adds. 
A will can be written on plain 
paper and needs two witnesses— 
the last being com- 
_ pulsory. It has to 
be made under 
*one's free will 
-and without 





pressure'. You can register it with 
the state authorities for a nominal 
sum (around Rs 100) where you 
can be sure that it will be safe. 
Usually a sealed envelope is given to 
the registering authority, which 
makes note of the date. During 
execution, the court will call for 
it and make the intentions of the 
deceased known. 

If there are several registered, 
the last is always taken. Even if 
the deceased is not able to register 
his final will, as long as he makes it 
clear that this one is the last and is 
making amendments to the previ- 
ous will that was registered, the 
will should sail through smoothly, 

Every will needs an executor 
who probates the will and who is 
quite often the key beneficiary. An 
executor could also be a neutral 
member, usually nominated by the 
maker of the will. It is always the 
executor who has to prove the 


validity of the will, if challenged. If 
the assets are substantial, it is better 
that one consults a lawyer and ac- 
counts for the same carefully. It’s 
necessary that the person remem- 
bers his assets and their value as any 
lapses on this count could result 
in disputes among the inheritors. 

The probation period before 
the will is finally accepted generally 
takes five to six months—the court 
follows a formula so that people 
are given enough time to make 
their objections. It also allows the 
will to be viewed by all the parties 
concerned. The process takes a 
little while, but not much can be 
done about it. If there is 
immovable property involved, the 
court satisfies itself on property 
assessment through its valuers. A 
court fee has to be paid on that val- 
uation—in a metro, it is usually 3 
per cent of the total value or Rs 
3,000 for every Rs 1 lakh. 

If the inheritor leaves behind 
a large house to the beneficiary 
and executor, the latter will have to 
cough up high court fees, but the 
same can be provided for in the 
will. (In today’s spiralling real estate 
and property costs, this has to be 
considered.) If all the inheritors 
agree with the will (i.e., amicable 
acceptance), then on that basis, a 
family settlement can also be ar- 
rived at, which can be done out 
of court. A lawyer is not really 
needed for this, but somebody with 
experience of arbitration and such 
matters is a must. The other 
inheritors sign an affidavit releasing 
their right to the immovable prop- 
erties and make it over to the 
‘willed’ inheritor. These affidavits 
have to be registered with the local 
state authority—but this process 
could sometimes work out cheaper. 
Tamil Nadu, for instance, has fixed 
a cap of Rs 10,000 for family set- 
tlements, irrespective of the value of 
the property. 

However, it must be noted here 
that nobody can subvert a will and 
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Kalyan Jhabakh/ Senior lawyer/ Surana & Surana 





“A will should be spelt out clearly and should be without 
ambiguities—then there is no room for the inheritors to squabble 


among themselves" 





Why it is important to make a will 





e Your property gets distributed in accordance with your wishes DUE 
@ Itensures that your heirs are not left with a muddled state of affairs to decode and decipher 
e ltensures amity in the family even if there may be disappointment in some quarters 
e |! 0 น 15 down on additional and unnecessary legal expenses by your heirs on account of 


squabbling and disputes in asset distribution 


e Ensures that your heirs don't curse you just because you neglected making a will even though 


they will eventually inherit your property 


e | ก case of minor heirs, money can be fuelled into a trust and handed over at an appropriate date 


arrive at a family settlement just 
because they don't happen to like a 
clause by the deceased. If a real 
will crops up later, that could lead 
to litigation. 

Usually, wills get probated in 
the place where the deceased 
resided last, but in case of NRIS, 
special provisions are made for their 
property in India. If there's no will, 


the disputes are heard in courts 
where the property is located, 
which, of course, could be incon- 
venient for an outstation inheritor. 
If a person has not left behind a 
will, then the estate is divided 
equally among the family mem- 
bers. And if you don't want that 
to happen, make sure you will your 
property to the people you want. 
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Gold ETFs are set to debut in India. me does it mean for you? MAHESH NAYAK 


4 is MARKET REGULATOR HAS 
given investors one more rea- 
son to smile. On January 17, the 
Securities & Exchange Board of 
India (SEBI) gave the green signal to 
two Indian fund houses—Benchmark 
Mutual Fund and UTI AMC—to 
launch Gold Exchange Traded Funds 
(ETFs). India will be the fifth country 
in the world after Australia, Us, UK 
and South Africa to launch gold ETFs. 
What this means is that investors can 
now invest in gold just as they do 
with mutual funds. 


Paper Gold 

A gold ETF is an exchange-traded 
mutual fund unit listed and traded 
on a stock exchange, just like stocks. 
Gold is the underlying asset for the 
units of that fund. Every gold ETF 
unit represents a definite quantity of 
pure gold and the traded price of 
that unit moves in tandem with the 
price of the metal. Unlike in the 
commodity market where gold 
trades on a future date, trading in 
gold ETFs is done on a spot basis in 
electronic form, and the settlement 
period is T+2 (the day on which 
trading is done plus two days). 
Another advantage: the gold ETF is 
a piece of paper that can be dem- 
aterialised just like a normal share. 
In contrast, the gold that investors 
buy from commodities exchanges 
comes in the form of ingots, bars, 
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The Gold Rush 
The yellow metal is a sought after commodity. - 
10,665 
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Weekly gold prices in "yo gram in Mumbai 


biscuits and coins, making physi- 
cal transfers costly and risky. Says 
Rajan Mehta, Executive Director, 
Benchmark amc: “In principle, buy- 
ing gold ETFs is similar to buying se- 
curities in the equity market. The 
benefit is that investors can buy re- 
ally small quantities—as low as one 
unit, which is the equivalent of one 
gram of gold—unlike in the com- 
modites market, where he has to 
buy minimum 10 gram, and that 
too, in physical form.” 


Small Investors to Profit 

ETFs aren’t suited for those who 
want to buy gold for making orn- 
aments or for other manufacturing 
purposes as the securities cannot 
be exchanged for the underlying 
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metal. It is meant for investors who 
wish to diversify their portfolios to 
minimise risk from external fac- 
tors. This effectively means that 
institutional and high net worth 
customers, who want to consume 
gold, will not enter this market. In 
2006, India, which is the world's 
largest gold market, imported an 
estimated 800 tonnes of the yel- 
low metal. 

According to the new regula- 
tions, gold ETFs will be treated as 
debt Mrs. This means short-term 
capital gains will be taxed at 30 per 
cent and long-term capital gains at 
10 per cent. Incidentally, physical 
gold worth over Rs 15 lakh attracts 
a wealth tax of 1 per cent per 
annum. Apart from the investment 
angle, gold ETFs are safer than buy- 
ing gold from commodity exchanges 
as investors don't have to worry 
about purity. The custodian will 
have to get the 99.995 purity gold in 


- his custody certified. Secondly, the 


gold bought will also be insured to 
secure the value of the ETFs. 

The valuation is done on the 
basis of the morning price quoted 
on the London Bullion Markets 
Association (LBMA) in US dollars per 
troy ounce for gold having a purity 


‘of 995 parts per 1,000. It will be 


subject to the adjustment for con- 
version to metric measures as per 
standard conversion of us dollars 
into rupees according to the RBI 
reference rate declared by the 
Foreign Exchange Dealers 
Association of India (FEDAI). 

Despite having approvals in 
place, the funds are still about one- 
and-a-half months away from 
launching gold ETFs; so investors 
who want to trade or invest in them 
will have to wait for a while. 
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Sip a Different Brew 


A new fund takes away the chores of regular 
investing in equities. 


k N ue THE MARKETS RISING 
incessantly, cautious inv- 


estors are still edgy on fears that 
they may again burn their fingers 
and lose their money at curr- 
ent high market levels. To 
tackle this issue, Tata Mutual 
Fund has launched a new SIP 
Fund. It's a three-year close- 
ended hybrid fund, which aims 
to achieve long-term growth 
by investing systematically in 
equities and related products. 
Ved Prakash Chaturvedi, Mp, 
Tata Mutual, says: “The fund 
is more passive in nature that 
aims to provide capital preservation to investors as 
well as help them participate in the equity market. 
This product is designed keeping in mind first-time 
investors in equity who are scared of losing their cap- 
ital in the market at current levels.” 

The fund shifts allocations to equities in a system- 
atic manner over the next three years. From a maxi- 
mum 35 per cent in equities in the first year, the fund 
will invest up to 100 per cent by the end of the third 
year. Every week, the fund manager will approxi- 
mately move 0.64 per cent of the total corpus into 
equities from debt. Says Chaturvedi: “On the debt 
side, we may invest mostly in fixed maturity plan 
(FMP).” The fund plans to invest in three months to one 
year FMPs, thus capturing more yield than normal debt 
paper. At the end of the third year, the AMC has given 
an option to investors to redeem their money or pur- 
chase the units of Tata Pure Equity Fund from the 
redeemed amount at zero entry load. Despite being a 
close-ended fund, the AMC has given an exit option at 
an exit charge equivalent to the unamortised new 
fund expenses. As per SEBI guidelines, a fund can use up 
to 6 per cent of its corpus as initial expense amount. 8 
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The top five performers category-wise. 
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2 DSPMLTechnology.com 
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_ SBI Magnum Sector Umbrella 
Franklin Infotech 


1 Prudential ICICI Balanced. 
2 HDFCPrudence 





3 KotakBalance | 
4 Benchmark Split Capital Fund-PlanB 127.80 — 180 
5 DSP ML Balanced 3⁄4 - 


1  ABNAMROMP / 7 
2 LIC MF FRF-MIP-PlanA 
3 Reliance MIP 

4 TaaMPPlus ` 
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DSP ML Savings Plus-Moderate 





1 Benchmark Derivative _ 
2 JM Equity & Derivative 

3 KotakCashPlus —— 
4 ABN-AMRO Flexi Debt 

5 Kotak Flexi Debt 


1  LICMF Liquid 13.35 

2 IM Money Manager Fund Super Pus Pian 10.2 xn 
3 Reliance Liquid Fund-Cash Plan ` 1285. 5 — 9 
4  UnMoeMak ร 20. wen 0.66 





5 Tata Liquidity Management - 058.49 


* Absolute returns percentage as of Dec. '06 Source: Mutualfundsindia.com 
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INDIA TODAY CONCLAVE 2007 
CHALLENGES FOR THE BRAVE NEW WORLD 


INDIA TODAY CONCLAVE 2007 will bring the best minds together to 
discuss and debate the challenges for the brave new world. Hear 
them voice their opinion as they identify the next big forces and 


predict the trends that are to sweep across the world. 


DATE; 23-24 MARCH, 2007 
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Dr. Manmohan Singh* 
The Prime Minister of India 


Dr. Manmohan 5 F the finest minds at the helm of the nation 


today. In 2004 yer e became the 14" Prime Minister of India. it was the 
y 


culmination of a distinguished career in academics, administration. and 
ง 
4 


jovernance at home an | abroad. An atumnus o! both Oxford and Cambi age, 


he had held positions as varied and distinctive as Secretary in the Ministry ol 
ince, Deputy Chairma | Planning Commission, Governor of the Reserv 

f india and Unio ice Minister. l! 
nance Minister in the first hall of the nineties at set the liberalization of 
nomy in motion. As Prime Minister, he has plays | decisive 
bringing India to the high table of the international power structure, 
+ latest trium ph beina the nuclear deal with the United States. As thinker, 
holar, gentleman tatesman and Chief Executive of one of the mos! 
dynamic yet volatile. derr i5. Dr. Singh has emerged as a formidable 


moral force in the 


Junichiro Koizumi* 
Former Prime Minister of Japan 


lunichiro Koizumi, a third-generatior politician is a member of the 
House of Representatives in Japan since 1972. Known as an advocate 
of reform. he focused on the government debt and the privatization 
ol postal service: Koizumi was popular for his assertive foreign policy, 
uch as the deployment of Japanese Self-Defence Forces to Iraq; a 
bold front towards China and South Korea; the pursuit ofl 
pro-active negotiations with North Korea; and standing fast on lapan: 
laims against Russia over the Kuril Islands In 2005, Koizumi led the 

to win one ol the largest parliamentary majorities in modern 


Japanese history 
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Gloria Macaraeg Macapagal - Arroyo 
President of the Philippines 


Gloria Macaraeg Macapagal - Arroyo was sworn in as the 14 & current 
President of Philippines in January 2001. She is the country's second 
female President after Corazon Aquino. In 1987 she was invited by 
President Corazon Aquino to join the government as Assistant Secretary 
of the Department of Trade and Industry. She was promoted to Under 


Secretary two years later She was elected to the Philippine Senate in 


ry 
| 
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1992. As a legislator, Arroyo filed over 4Ul 


bills and authored of 
sponsored 55 laws of economic importance, including the Anti-Sexual 
Harassment Law, the Indigenous People’s Rights Law, and the Export 


De velopment Act 


Condoleezza Rice* 
United States Secretary of State 


Dr Condoleezza Rice became Secretary of State in 2005. Prior to 
this. she was the National Security Advisor, from 2001. In 1999 she 
completed a Si) ‘ar tenure as Stanford University ร Provost, where 
she was responsible t | billion annual budget and the 
academic program involving 1400 faculty members and 14,000 
in earlier stint at Stanford, Dr. Rice won two of the 

jhest teaching honors as professor of politica! science. From 1989 

to 1991, she served in George H. W. Bush's AdminiStration as 
Director, and then Senior Director of Soviet and Fast European 
Affairs in the National Security Council, and as a Special Assistant to 


President for National Se urity Aftairs 
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Hujjat-ul-Islam Seyed Mohammad Khatami 
Former President of Iran, Head of the Institute 
of Dialogue Among Cultures & Civilisation 


Hujjat-ul-Islam Seyed Mohammad Khatami was the fifth President 
of the Islamic Republic of Iran from 1997 to 2005. He is widely 
regarded as Iran s first reformist President and credited with MOVING 
iran s foreign policy into a new phase that advocated conc il'ation and 
dialogue rather than confrontat on, among nations and civilisations 
After his retirement. President Khatami has been ai tively involved in 
world aifairs. He is currently Head of the Institute of Dialogue 
Among Cultures and Civilisations based in Tehran. Winner of m iny 
prestigious international awards, he has also written a number of 
books, among them: From the World of the City to the City of the 
World: Islam. Liberty and Development: and A Study of Religion, 


Islam and Time 


Kamal Nath 
Union Minister for Commerce & Industry 


" d 
Kamal Nath is currently Minister for Commerce and industry in the 
Indian Cabinet. His tenure has witnessed m Or trade policy initiatives 
In 1991 he became Minister of Environment & Forests During this 
tenure the National Poli y on Ecological Conservation and the 
Abatement of Pollution was deve oped ind enunciated. He also 


for developing countries at 


emerged as one of the chief spokesmen 
the UNCED in Rio de Janeiro in June 1992 subsequently, as Textile 
Minister he succe: sfully launched The New Textile Policy to achieve an 
all-time high in exports of garments & fabrics. A long-time Member of 
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P. Chidambaram 
ป ต เอ ท Cabinet Minister of Finance 


Finance Minister P. Chidambaram was first elected to the | ok Sabha 


1984 and is a six-time Parliamentarian from Tamil Nadu. A lawyer 


in 
by profession [the Congress Party regularly draws on his leaal 
acumen, ability to analyse complex issues and lucid articulation). the 
Harvard Graduate has been Minister for Internal Security, Union 
Commerce Minister and Union Finance Minister in the past. He has 
successfully held the brief for India's integration with the global 
economy and has managed to declare over 8 per cent GDP growth in 
successive years with a mix of moderate taxation and investment 
evangelism. Despite sceptics the facts are on Chidambaram’s side 


with tax collection doubling in the last three years 


Dr. Wangari Maathai 

Nobel Peace Laureate, Founder, The Green Belt 
Movement & Visiting Fellow at Yale University's 
Global Institute for Sustainable Forestry 


Wangari Maathai has inspired and led a large, many-faceted 
movement that contronts local environmental threats which are 
linked to global environmental threats. The Green Belt Movement 
helps people understand the connection between environmental 
degradation and a multitude of other issues - soil erosion drought 
nunger, poverty. Its projects empower women, providing them with 
income, raising their status, and advan ing their skills as leaders 
and organizers. She speaks out for human rights and has drawr 


arial and economi 
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Dr. Andrew T. Weil 
Physician, Author, Spontaneous Healing & Prof. 
Integrative Medicine, Tucson University 


Andrew Weil, M.D., has devoted the past 30 years to developing, 
practising & teaching the principles of Integrative Medicine. He is the 
founder and director of the Program in Integrative Medicine [PIM] at 
the College of Medicine, University of Arizona. Dr. Weil is the best 
selling author of "Spontaneous Healing”, 8 Weeks to Optimum 
Health" and Healthy Aging: A Lifelong Guide to Your Physical & 
Spiritual Well-Being”. He is also Editorial Director of DrWeil.com, an 
online resource for healthy living based on the philosophy of 
Integrative Medicine. Dr. Weil received both his medical degree & his 
undergraduate AB degree in biology from Harvard University 


Dr. Francis Fukuyama 
Author & Prof. Johns Hopkins University 


Author & teacher, Prof. Fukuyama's best-selling book ‘The End of 
History And The Last Man’, argues that the struggle of ideologies is 
largely over with the world settling for liberal democracy. His other 
books are: ‘Trust: The Social Virtues & The Creation of Prosperity’ and 
Out Post Human Culture’. A member of the project think-tank for the 
New American Century’, Prof. Fukuyama was also a member of 
the President's Council for Bioethics. He is co-founder of ‘The 
American Interest’, a magazine devoted to the broad theme of 
‘America in tt ` Warla' 


ve 


N.R. Narayana Murthy 
Chief Mentor & Non-Executive Chairman 
Infosys Technologies Limited 


N.R. Narayana Murthy, founder of Infosys, served as its Chief Executive 
Officer between 1981 and 2002. when he handed over the reins to co 
founder Nandan M. Nilekani. He has led key corporate governance 
initiatives in India and in ร appointed him Chairman of its 
Committee on Corporate Governance. He is Chairman of the governing 
body of the Indian Institute of Information Technology, Bangalore and 
the Indian Institute of Management, Ahmedabad. Murthy is on the 
boards of DBS Bank, Singapore's largest government-owned bank, the 
Asia Pacific Advisory Board of British Telecommunications Ple.. and 
New Delhi Television Ltd 


Shahrukh Khan 
Actor 


Shahrukh Khan was born with the umbilical cord entangled around his 
neck which, according to him, has brought him luck and prosperity in 
his life so far. He spent most of his school and college life in Delhi and 
got his degree in acting from the National School of Drama. He debuted 
inthe TV serial Fauji. His first film Deewana got him the Filmfare award 

And he 
holds the record as the lead actor in one of the longest running films in 
Indian cinema. He ts now back to TV in the highly-rated reality show 
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Paul Saffo 
Director and Roy Amara Fellow 
Institute For The Future 


Paul Saffo, with a s ( grees from Harvard College and 


Lambridqt ne tanftord Universities, is a forecaster, strategist and 


{, € xploring lona-term techni Logi al change and its practical 


5n business and society. On the Stanford Advisory Council on 

Tel and Society, as well as on the boards and advisory 

‘ral companies across the world, Paul is the Con sulting 

in the School of Engineering at Stanford 

ind a Fellow of the Royal Swedish Academy of Engineering 

has served as advisor and Forum Fellow to the World 

Economic Forum and has been named one of its "100 Global Leaders 


lomorrow.” 


Caterina Fake 
Co-Founder, Flickr 


Caterina Fake is st known as the co-founder of Flickr. a photo 
sharing service developed by Ludicorp in Vancouver and bought by 
in 2005. She has wards, including Business 


Neek 5 Best Leaders of 2005, Forbes 2005 eGang, Fast Company's 


\ 
| 
Fast 50, and Red Herring's 20 Entrepreneurs under 35. She 


appeared 


with her husband ind Flickr co-founder Stewart 
Butterfield on the cover of Newsweek in March ‘06. and was also in 
Time M ตุ ล 2 เท ธ ร ust of 100 most influential people in the world, เท 
May 2006. Caterina Fake attended Choate Rosemary Hall, Smith 


College and graduated from Vassar College 


Frederick Carlton “Carl” Lewis 
Olympic Gold Medallist, Track & Field 


An athlete who won 10 Olympic medals including 9 golds, and 10 
world championship medals, of which B were golds, in a career that 
spanned from 1979 when he first achieved a world ranking to 1996 
when he last won an Olympic title and subsequently retired 
He currently lives in Los Angeles and is pursuing an acting career 
His lifetime accomplishments have led to numerous accolades 
including being voted Sportsman of the Century by the 
International Olympic Committee; elected “World Athlete of the 
Century” by the International Association of Athletics Federations 
and being named Olympian of the Century’ by the American sports 


า ส สุ ส 2 เท ต Sports Illustrated 


Clyde Prestowitz 
Author & President, The Economic Strategy 
Institute, Washington D.C. 


Clyde Prestowitz is the autho )1 severa Tz selling ๒ ๐ ๐ แร 
including ‘Trading Places’ อ ก U.S.-Japanese relations and ‘Roque 
Nation: American Unilateralism and the Failure of Good Intentions 
addressing how American foreign policy is perceived by the rest of 
the world. His most recent book, ‘Three Billion New Capitalists 
deals with the profoundly unsettling impact on the United States and 
the rest of the world. of the economic rise of Asia and the 

balancing of the world economic ord this heralds. Prior to 
founding ESI, Clyde Prestowitz served as Counsellor to the Secretary 


of Commerce in the Reagan Administration 
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Mira Nair 
International Film Director 


Mira Nair an India-born, New York-based film director, studied in 
Delhi and Harvard Universities. Nair directed four documentaries 
Among them India Cabaret, about the lives of strippers in a Bombay 
nightclub, won the award at the American Film Festival in 1986. Her 
debut feature film, Salaam Bombay, won the Golden Camera award 
alt the Cannes Film Festival and was also nominated for an Oscar 
Monsoon Wedding, a film about a chaotic Punjabi wedding, was 
awarded the prestigious Golden Lion award at the Venice film 
festival. In 2004, she made Vanity Fair from the classic novel by W.M 
Thackeray. And her most recent film, The Namesake, is based on the 
book by Jhumpa Lahiri 


Juan Enriquez 
Author & Chairman & CEQ, Biotechonomy 


Juan Enriquez, businessman and academic, is the Founding Director 
of the Harvard Business School Life Sciences Project, and author of 
the global bestseller, As the Future Catches You: How Genomics & 
Other Forces are Chanaing Your Life, Work, Health & Wealth’, selected 
by Amazon's editors as one of the best business books of the year 
Among several key articles-Transforming Life, Transforming 
Business: The Life Science Revolution, co-authored with Ray Goldberg, 
received a McKinsey Prize in 2000. He recently co-authored the first 
Map of Global Nucleotide Data Flow and Harvard Business School’: 
working papers on "Life Sciences in Arabi ๒ 0 อ 88 ห 10 Countris 5 


Dr. Kiran Mazumdar Shaw 
Chairperson & Managing Director, Biocon Ltd. 


Kiran Mazumdar Shaw's pioneering efforts in biotechnology have 


won global recognition. Her unique vision has steered Biocon: 


transition from manufacturing industrial enzymes to an integrated 
biopharmaceutical company with strategic research initiatives 
Biocon is today recognized as India s pioneering biotech enterprise 
She has led several delegations around the world as Chairperson 
and Mission Leader of the Cll's National Task Force on 
Biotechnology. She chairs Karnataka: ston Group on 
Biotechnology and has also served on the Board of Science 
Foundation, Ireland. Kiran เร the recipient of several prestigious 


awards, including the Padmashri in 1989 & Padma Bhushan in 2005 


President, Foods Business, Unilever 


Manvinder Singh Banga, commonly known as Vindi”, is the former 
CEO of HLL, India's largest consumer products company and one of 
ts most respected companies. In May 2005, he was elevated to the 
board of Unilever as Head of the Foods business, with 57% of alobal 
revenue. Banga has a B.Tech. Degree from IIT Delhi & graduated 
with a gold medal if he got his Man agement Degree with 
another gold medal, from IIMA. He joined HLL as a management! 
trainee, got three out-of-turn promotions, and catapulted to the 
Hindustan Lever Board al the age of : í st known for his 
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Vijay Amritraj 
Former Tennis Champion & Actor 


Vijay Amritray and his brother Anand Amritraj, were among the first 
to play top-flight international tour tennis. In 1976, the 

5 were semi-finalists in the Wimbledon men’s doubles. He 
captained the Indian Davis Cup for much of the late 1970s through the 
80s, helping India reach the finals in 1974 and 1987. He compiled a 
reer singles win-lose record of 384-296, winning 16 singles and 13 
doubles titles. Vijay had a brief acting career, appearing in the James 
Bond film Octopussy and in Star Trek IV: The Voyage Home. He has 
since gone on to become a sports commentator, and has developed a 


successful multimedia business 


Chandran Nair 
Founder & CEO, Global Institute For Tomorrow 


Chandran Nair is a true internationalist having lived in Asia, Europe 
and Africa, He is widely recognized as the business brain behind 
developing the Global Institute for Tomorrow ไล Hong Kong based 
think - tank] into the leader in its field, in the fastest-growing and 
arquably most challen Jing region in the world today, from one small 
office of 10 peo in Hong Kong in 1991 to its present strength of 500 ir 

? countries, Chandran Nair's work is hands-on, because in del ning 
the way forward for Asia in the alization frenzy many issues come 
to light, and not just about Asia. Some are raw nd distressing, and 
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Thornton May 
Author, Futurist & Thinker on the impact of 
Information technology 


i 


Thornton May is a leading futurist and thinker on the impai 

information technology. He is currently a Pri aie for 
Computerworld and Executive Director of the IT Lear mp Academy 
Often referred "Robin Williams" of IT for his humorous and 
scathingly honest speeches, his insights have appeared in the Harvard 
Business Review, The Financial Times, The Wall Street Journal and the 
M.1.T. Sloan Management Review. He is also known for his innovation in 
executive education, pioneering the multi-client research working 
group model. Thornton has a Master of Sci ' in Industria 
Administration from Carneqgie-Mellon University. and a Bachelor of 


Li 


Arts in Asian Studies from Dartmouth College 


Sukhinder Singh Cassidy 
, Google Inc., Asia Pacific & Latin 
America Operations 


Vice President 


Singh Cassidy is responsible for all of Google's sale: 


Sukhinder 

operations in the Asia Pacific and Latin American regions and she alsi 

oversees the company s local search and channel initiatives globally 

Prior to joining Google, from 1999 to 2003, Sukhinder was Co-Founder 
C T 


and Senior Vice President business development for Yod 


) lead ng st lutions provider ti he jlobal financial si 


with a client base such as Citigroup, JP Morgan Chase, Merrill Lyn: 


Morgan Stanley Dean Witter, Bank of America, Wachov Yahoo! 
Microsoft and AOL. Sukhinder is a graduate of the 


ส น เต ล อ อ ๕ ๕ A, ห รา คา ณั ก 








แบ CONCLAVE SPONSOR 


CHALLENGES FOR A | i , : 
THE BRAVE NEW WORLD น ๆ 
24 MARACH NEW DELHI แอ น M | A T 2 i "PM แว 
Lae 
ve "LV Ps 
ADITYA BIRLA GROUP 








CONCLAVE CO-SPONSOR 


TVS 











CONCLAVE PARTNERS 


e 


Mahindra ,USNL J ICICI Bank 











WRITING INSTRUMENTS PARTNERS HOSPITALITY PARTNER MEDIA PARTNERS 


eS l 
Un / Dp PT AJ J c id 


Hotels Resorts 
PA RKF à ody, 
| 





i on receipt of 


HALLENGES oi 
THE BRAVE NEW biis 


Gon Number: . PARED A NA Hulud Hae Expiry Date: eie RERO VT ONT ` 
P . Name. of Cardholder: . 2001 ็ 0 010 of Bitths aede ERR. 
Ae _ Signature © of Cardholder: 2 nee: vem MS Lo EE Gt ncaa 
ae payee cheque: Made] in favour of INDIA Tonay CONCLAVE Account Number 051- 304157- 002 & mil: to Surama = 

: . Damodaran, INDI A TODAY CONCLAVE, INDIA ToDAY, A-61, Sector 57, Noida -201301, U.P. India. | 


Wire transfer to: INDIA Topay CONCLAVE Account Number 051- 306157- 002, Hongkong and Shanghai Banking 
x oa Limited, Birla h House, Barakhamba Road, New Dethi- 110001, India. f 


i PED Signature: = Xd te dro m. แร ก ง ห น รน OWE eR ALACRI ACTA € RE E AULAE ROI HACK ๐: Date: UA k ๑ A ANS MOM ¿ ล อ Y a ขา ม * KER 6 ๑ 4 4 Aem A RON £ x ee hee es 0 RR A VOR RE ENTE IURE 3 


-~ — Delegates: 


ORB nop HSBCINDIA .. . | HsSBCINDA | 
Cede Na. os ises Maintains. Alc: : ' own Code CT 
T CC Hee Owih — | vo 
HSBC New York | HSBCINES 
|. . 001-795020-1wib | 
“0 P Me _ HSBC, Melbourne ui dum เทา ร 
NT Bank, London | : id vod erva. p 35189048 with ` ง 
pov wo „HsBc Bank, London - pes 


"Remittance — 2; | Route d Through 
HSBC Bank, New York — 302755 ก E 


3s HSBC, Melbourne 


mae p x 3984410025 with drinkaus Und xÇ B be m 
^os Burkhardts, Dueseldolf ^ | -. 7^ 


For more details, visit 
w indiatodayconclave,com 








anl MPAC Treature 





udra Lifestyle, a part of Mudra Group, is 


engaged in fabric weaving, processing and 





garmenting. Based in Mumbai, Mudra 
Lifestyle, a Rs 1000-million integrated textile company, has 
chalked out an ambitious Rs.1,770- million growth plan .to 
expand its capacities in all the three segments. 

Promoted by Agarwal brothers- Murari and Ravindra and 
Mr Vishwambharlal Bhoot, has 177 automatic looms with a 
capacity to produce 10.62 million meters of woven fabrics 
per annum. Its manufacturing facilities are spread over five 
locations-Sonale and Kalher near Bhiwandi and Navi 
Mumbai (all the three in Maharashtra), Daman (UT near 
Al the 


manufacturing facilities are fully backed by technology for 


Gujarat) and Bangalore (in Karnataka). 
product development, the state of the art design studio and 
efficient sampling infrastructure to provide quality services 
to the customers in India and abroad. The looms and 
stitching units in these plants are capable of handling 
different types of yarn and fabrics. This gives the company 
an upper hand compared to others in the industry. 

Versatility in designing along with the state of the art 
machinery and remarkable warp and weft capabilities gives a 
major boost to the company's market share. The company has 
two dedicated and well equipped design studio in Mumbai and 
Bangalore. These studios are well equipped with latest design 
software including CAD/CAM that helps increase productivity 
and the quality of designs. The company has an extensive 
database of more than 12,000 designs of fabrics and added 
3000 new designs every season. New designs, created by the 
design department are based on the current trends in the 
international and domestic markets and are first sent to the 
laboratory for various testing of the garments before the 
designs are released to the sampling unit for further marketing 
and sales purposes. These design studios generate proprietary 
designs for fabric and garment business and at the same time; 


work on the designs supplied by the customer for the garments. 





A au? 


The company has the capabilities to produce fabric and 
garment samples that match perfectly with the design 
developed by their design studios. The Company has one fabric 
sampling unit and one garment unit in Mumbai, and one 


sampling unit in Bangalore, 


Mudra means designs 


After creating stylish designs for the brand conscious 
international market dominated by major international 
brands Mudra Life Style has created designs based on 
typical Indian embroidery and motifs which were well 
accepted by all. 

At present the company sells its fabric, both in domestic 
as well as export market, under the brand name ‘Mudra’ in 
the garment segment, it manufactures garments for several 
well-known brands. Exports account for around 10 percent 
and the company's products find their way to Brazil, Mexico, 
UAE, Saudi Arabia, Morocco, Srilanka, Syria, Lebanon, and 
the USA and European countries. "The company plans to 
expand the export business by increasing the customer base 
in the existing markets and exploring newer markets. 


Garmenting accounts for around 25 percent of the company's 


sales at present. 


E 





Murari Agarwal 
Chairman MD | | 





Mudra Lifestyle 
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Balance sheet 


The textiles and garments industry is one of the largest 
and most prominent sectors of Indian economy. Indian 
textile industry is multi-fiber based, using cotton, jute, 
wool, silk and man made and synthetic fibers. In this 
industry there is a lot of scope for a professionally 
managed company like Mudra to grow. In the last four 
years the company has registered a sales turnover of 
Rs 1,031 million from a mere Rs.80.33 million (13 times 
increase). It is not only the sales front company has shown 
a quantum leap but even in the net profit level has also 
shot up by 66 times, jumping from Rs 1.37 million to Rs 
90.77 million. In the six month period of April-September 
2006, the company has earned a net profit of Rs 65.37 
million on sales of Rs 663.97 million. It shows the sales is 
increasing at a rate of 29 percent and net profit at a rate of 
44 percent in the current year. 

To venture in to it's ambitious plan of manufacturing 
woven fabric, processing and garmenting, Mudra Life 
Style has chalked out a growth plan of Rs 1,775- million, 
this will also help the company to envisage all its existing 
activities as well. Under the expansion project, the 
company shall be setting up an integrated facility of yarn 
dying, weaving and processing of grey fabric and 
manufacture of garments and it chosen two locations for 
these facilities-Tarapur in Maharashtra and Bangalore in 
Karnataka. As per the expansion plan, the new projects 
relating to dyeing, weaving and processing will be set up 
at Tarapur in Maharashtra and the proposed garment unit 
at yarandanhalli, bommasnadra near Bangalore in 
Karnataka. The company has already acquired land at 
Tarapore and the acquisition process is on in Bangalore. 
The management has already decided to import 
machineries for yarn dyeing(mainly from fongs, China) 
worth Rs. 49 Million, for weaving(mainly from Sulzer) 
worth Rs. 217 million , 


Benninger, Germany) worth Rs. 509 million and for 


fabric processing(mainly from 


garmenting (mainly from Juki) worth Rs. 149 million. The 
company has also placed order for machinery of 
Rs. 44 million. 


Under the expansion plan, the company will install 84 
new looms in the weaving segment, in addition of the 
existing 177 looms. All the 84 new looms will be imported 
and shaped by Air jet and Rapier technology, known for 
their high speed and productivity at a lower cost of 
operation. 

The modern processing house will increase the 
processing capacity, which is 80,000 meters per day, to a 
total of 185,300 meters per day. 

In the garment manufacturing segment too, the capacity 
to manufacture 25,000 pieces per day will be added to the 
existing capacity of 10,500 pieces per day taking the total to 
35,000 pieces per day. 


Future ahead 

To finance the new projects, the company has already 
tied-up term loan of Rs. 100 million and is planning to enter 
the capital market through its maiden public issue. 

Besides the organic growth, the company also believes in 
growth via strategic investments, joint ventures and 
acquisitions. Reports emanating from the world textile 
market indicate that Mudra Lifestyle is in race to acquire two 
reputed company . 

Mudra Lifestyle is determined to be a globally renowned 
textile and garment player, known for its quality products, 
setting new trends and lifestyles and in the process, creating 
value for all its stakeholders. 





Ravindra Agarwal 
Joint MD 
Mudra Lifestyle 
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HUNTING JOBS 





Get Set for a New Beginning 


The sunrise sectors are sucking in people from other industries. You, too, can 
cash in on this boom. KAPIL BAJA] AND RAHUL SACHITANAND 





“Every time you take up a challenging role in an organisation, 
you lend yourself to reskilling” 
Susil Dungarwal/ Head, Retail (Mall Business)/ Prestige Group 


IS BUSINESS CARD SAYS 

he’s Head, Retail 

(Mall Business) at 

the Prestige Group, 

a Bangalore-based 
construction conglomerate. Susil 
Dungarwal got there through a very 
circuitous route. And along the way, 
he has picked up diverse skills. 
When he switched from the sales 
department to production in his 
first job at Saint Mark, a shirt 
maker, he taught himself how to 
stitch shirts “to get the feel of the 
production process that I was ex- 
pected to manage and refine”. That 
experience also gave Dungarwal a 
profound insight: you can gain con- 
fidence and impart momentum to 
your career by learning new skills. 


“Every time you take up a chal- 
lenging role in an organisation, 
you lend yourself to reskilling,” 
says Dungarwal, who now sources 
properties for shopping malls and 
looks after their operation and 
management, a far cry from stitch- 
ing shirts or managing a retail ope- 
ration, as he did at the The Loot, a 
discount store. When he joined 
Prestige Group, he kept in mind 
the learnings from the retail in- 
dustry, but also trained himself to 
understand the jargon of the con- 
struction industry and learnt to 
read layout plans. 

Dungarwal is not alone. As the 
boom in several sunrise sectors— 
like retail, real estate, insurance, IT-en- 
abled services ([165) and airlines, 


SOUMIK KAR 





among others—creates thousands 
of new jobs, they are sucking in peo- 
ple from other industries. Result: 
professionals making the switch are 
having to go through an often painful 
process of reskilling while they learn 
the nuances of their new jobs. 
“The job market is seeing a 
growing number of people joining 
industries in which they have never 
worked before. In the last 10 years, 
senior-level hiring from unrelated 
industries has grown from just 5 
per cent to about 30-35 per cent 
now; this is expected to touch 50 
per cent by 2010. Obviously, the 
first challenge these ‘cross-overs’ 





“We look for people with 
right attitude” 
Sanjay Jog/ Head (HR)/ 
Pantaloon Retail 


Y e 


Senior-level hiring from unrelated industries 1s 
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face is to learn about their new 
industries, reorient their skills and 
experience, and reskill themselves,” 
says Ronesh Puri, Managing 
Director, Executive Access, an 
executive search firm. This trend, of 
people moving across industries, is 
equally evident in middle-level and 
junior-level recruitments as well. 
Says Samyukth Sridharan, 
Principal Sales and Marketing 
Officer, Deccan Aviation, who 
worked in Coca-Cola India and ING 
Vysya before joining the low-cost 
airline: “There are some similarities 
between selling tickets and selling 
consumer goods.” But such simi- 
larities were only so much help. 
He had to quickly grasp the 
dynamics of the aviation market 
and focus not just on ticket sales, but 
also on building the image of Air 
Deccan. “Given the rapid growth of 
the market, learning on the go is the 
only way to keep pace,” he adds. 
One of the key drivers of Air 





“We have to reskill most of the 
new recruits as they come 
from diverse backgrounds” 

B.A. Srinivas/ Director/ Viveks 


fy 


เห ษา เห พ ร เว ง 


Crossover Checklist 


Issues you should keep in mind when planning a switch. 
เพ Can you leverage similarities with your existing industry? 
พ You will have to put in long hours and lots of formal and informal studies 


m Are your existing skill sets fungible? 


m You will have to learn on the go 
a 





See if you can grasp the functional areas of your new job 





“At my level, learning took place in understanding the business” 


Raghu Rajan/ Deputy Vice President (Infrastructure)/ 
Vertex Customer Services 


Deccan’s rapid growth has been its 
ability to attract people from other 
industries and then train them to 
suit the needs of the low-cost avia- 
tion industry, says Ujjal 
Gangopadhyay, Chief People 
Enhancer, Deccan Aviation. For ex- 
ample, the airline has been poaching 
sales and marketing staff from tele- 
com services companies and has 
also drawn talent from the 
hospitality industry. 

“The general shortage of skilled 
manpower, especially in the sun- 
rise sectors, and the growing com- 
petition between companies for 
human resources means that 
reskilling is increasingly becoming a 


critical factor to corporate—and 
individual—survival. For example, 
it has become imperative for 
organised retail and the ITeS-BPO 
industries to have their employees 
learn and unlearn skills in line with 
the needs of their employers,” says 
Sampath Shetty, Vice President, 
TeamLease Services, a staffing firm. 

Anjali Bansal, Consultant, 
Spencer Stuart, a Mumbai-based 
executive search firm, explains the 
dynamics of crossing over and 
reskilling: “To begin with, an 
industry that’s relatively new or is 
scaling up fast looks at its ‘neigh- 
bours —sectors with similar human 
resource requirements—for talent 


expected to touch 50 per cent by 2010 
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and gradually builds its own training 
programmes for fresh and lateral 
recruits. When the government 
opened up insurance, private com- 
panies were faced with a manpower 
vacuum. So, they looked at the bank- 
ing industry and the FMCG sector 
for their talent needs,” she says. 

The same trend was seen in the 
telecom industry when it was opened 
up to the private sector. Bansal says 
a lot of lateral hiring across industries 
and subsequent learning is predi- 
cated on a person’s general man- 
agement skills rather than on his or 
her industry or domain knowledge. 
“What helps this process is some 
existing understanding of functional 
areas, such as marketing and finance. 
For example, marketing of con- 
sumer products is quite similar 
across industries and so, more mar- 
keting people tend to cross over to 
other industries,” she says. 

Sanjay Jog, Head of Human 
Resources, Pantaloon Retail, says 
his company has been tapping 
industries like manufacturing for 
talent in supply chain management. 
“In the case of lateral hires from 
other industries, we obviously need 
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culturally-suitable people—those 
who can deal with the uncertainties 
of the retail business. So, we look 
for people with the right attitude. 
But there is no training; we only 
conduct orientation programmes 
lasting two-to-four weeks,” he says. 
The career graph of Raghu 
Rajan, Deputy Vice President (Infr- 
astructure), Vertex Customer Serv- 
ices, the Gurgaon-based BPO, recently 
acquired by private equity investors 
led by Oak Hill, is an interesting 
example of this reorientation. A for- 
mer Squadron Leader in the Indian 
Air Force, Rajan took early retire- 
ment in 2002 after 24 years of serv- 
ice and joined Vertex. *I went 
through a little bit of training and a 
fair bit of orientation in my first 
three months with the company. 
But at my level, the learning happ- 
ened in terms of understanding the 
business, the business processes, and 
the project management competen- 
cies and not in terms of acquiring a 
particular set of skills," he says. 
Ditto with V.K. Chandran, 
Branch Manager at Viveks, a 
Chennai-based retail chain. He 
worked as a medical representative 


with Glaxo Laboratories and later as 
a product manager at Tamil Nadu 
Dadha Pharmaceuticals (which later 
merged with Sun Pharma) before 
moving to Oman as Country 
Manager at Wyeth Pharmaceuticals, 
and even tried his hand at entre- 
preneurship before joining his cur- 
rent employer. The change from 
the pharma sector to retail wasn't 
easy. He had to reorient himself as 
the retail sector involves direct, and 
daily, interactions with several cus- 
tomers, each with his/her unique 
demands; then, he had to learn to 
manage inventory of items that var- 
ied widely in value; and finally, he 
had to learn to manage huge crowds 
of customers, especially during fes- 
tival seasons and on holidays. “If 
you work in the retail industry, you 
can work in any industry that has 
something to sell," he says. *We 
have to reskill most new recruits as 
they come from diverse back- 
grounds," adds B.A. Srinivas, 
Director, Viveks. 

Executive Access' Puri says 
reskilling programmes vary from 
company to company, but *more 
and more companies are putting in 
place at least some kind of orienta- 
tion and training programmes for 
their lateral recruits," he adds. 

DLF, the Delhi-based real estate 
major, for example, has tied up 
with *a number of training schools" 
to train the people it is attracting 
from other industries. *That's in 
addition to the on-the-job training 
that these recruits receive," says a 
DLF executive. The company also 
incentivises reorientation and 
reskilling through bonuses. 

So, even if you're not young 
anymore, you can still inject some 
steroids into your career by moving 
into one of these new sectors. The 
advantage: they don't yet have set 
hierarchies, and so, you can rise 
fast if you're good. 

ADDITIONAL REPORTING BY 
ANUSHA SUBRAMANIAN AND 
NITYA VARADARAJAN 


Hotels Beckon 


Careers in the hospitality sector can be rewarding. 


HE INDIAN HOSPITALITY SECTOR, LIKE SEVERAL OTHERS, 
is booming. New hotels are coming up across the 
country every other day and existing ones are expanding 
capacity, but supply is just not keeping pace with 
demand. Result: there’s a huge demand for manpower. 
Besides, the industry is also having to replace personnel 
who are being lured to other sectors. Says Ashwini 
Kakkar, President, TAA! (Travel Agents Association of 
India): “The key issue in the industry is that people are 
being poached by new industries such as aviation and 
healthcare.” Thus, the demand for personnel is being 
driven both by players putting up new capacities as 
well as by those who are recruiting people to replace 
those who have left. This demand is visible across the 
hospitality value chain—from five-star to budget hotels. 
And given the rate at which it is expanding, the demand 
for manpower is outstripping supply by a wide margin. 
Result: a 30-35 per cent increase in compensation pack- 
ages over the last one year. 
SHIVANGI MISRA 


FACT BOX 


WHO'S HIRING: Indian Hotels (Taj), East India Hotels (Oberoi), ITC 
Hotels and almost every other hotel chain in the country. 


WHO'RE THEY HIRING: Industry veterans, MBAs, hotel management 
grads, architects, engineers and marketing pros from consumer goods 
AT WHAT LEVEL: Primarily at the middle management level, but some 
top- and junior-level recruitment is also taking place. 

AT WHAT SALARIES: Rs 1.5-3 lakh for entry- and junior-level jobs; 

Rs 5-20 lakh at middle management levels; and Rs 18-50 lakh at 
senior levels; top-level recruitments, though rare, can command 
salaries of over Rs 1 crore a year. 

AND THE NUMBERS: Industrywide figures aren't available, but given the. 
hiring spree, there is demand for at least 10,000 pros across all levels. 











COUNSELLING 


HELP 
TARUN! 


Q: | am currently pursuing a PGDBM (finance and inter- 
national business). What are the various job opportunities 
in the field of financial and business research? Also, do | 





need to undertake any other short-term course? 


The CFA (Chartered Financial Analyst) course could be 
useful if you want to do analytical work. This can be 
done simultaneously with your academics or job. As 
far as job opportunities go, how about the research cell 
of a financial services firm or a rating agency? You can 
also become a business or financial journalist. 
However, if you are talking of academic research, you 
need to pursue a PhD. 


Q: | am a 21-year-old Psychology graduate interested in 
pursuing a management course. The problem is that | 
am a little confused about what to take up as a speciali- 
sation. Human Resource Development (HRD) seems an 
obvious choice. Please advise. 

Don't limit yourself to any one area just because 
you are a Psychology graduate. The first year of any 
MBA programme is designed to give you an overview 
of different functions; pursue the one you feel com- 
fortable with. Many B-schools allow you to have 
two or more majors. Marketing, Finance, Systems, 
International Business etc., are areas you can look at. 
Answers to your career concerns are contributed by Tarun Sheth 
(Senior Consultant) and Shilpa Sheth (Managing Partner, US 
practice) of HR firm, Shilputsi Consultants. Write to Help, Tarun! 

c/o Business Today, Videocon Tower, Fifth Floor, E-1, 
Jhandewalan Extn., New Delhi—1 10055. 
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methodologies. 


ATS] Infraserucente, Project Manager, 
Chandigarh, 15 - 25Years, 2862379 


Willbe responsible for proper planning: of the 
project including making barcharts etc. He 
should be able to manage a team of project, 


; engineers, site cengineers, junior signes e etc. 


Birlasoft | Limited, Oracle: Appt 


«CRM, Chennai, 10- .12 Years, 2847212 
Should have Oracle Apps CRM project 


handling. experience, knowledge of Oracle. 


apps, Oracle 1liexperience in development 
and customization of. forms, eports 
ง 0 pages ete. mox 


Genpact, F Kintana. - “Senior Project 
Manager / Practice Lead, Gurgaon, 


Hyderabad, 10-12 Years,2746147 
Incumbent must have knowledge of kintana 
demand | management, time management, 
| proe management and coding standards. 


Groupsofr Technologies, | Head 


Recruitment - NR Chennai, 14 - ~ 22 


Years, 2768328 - 


He wil be responsible for wonting 


independently, providing effective resourcing - 
strategies & solutions, resource & vendor. 
management, planning & strategizing, | 


แอ ด ต ไย เท ร ต functions, and eoram oring 
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5 babel td. 17 w E 
knowledge and experience of working with Manager, 


different ki Ñ 
plants, crushing plants, large power generating x 


oe (SP). 


Should have the sahil to 2473776 well with the 
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— would be ee for Mee 7 "The candid: 





“seminars / job fairs, implementing campaigns 
‘such as banners / leaflets / posters - 
: coordinating | for releasing advertisements, 


Auto Cop India Pvt. Ltd., Branch 99€. 
š Managcr, Mumbai, Pune 6- = Nears; F r ole um 3 
: : "Dontopient i Executive ` - "Offshore, 


2847701 ` 


The incumbent: must have: a strong grounding 
business 
development. Responsible | for. business 


un marketing, sales, 


development, sales & marketing. and setting 
up targets in terms. of fevenue & profit in 


| achievement. _ 


CEI India Pvt. deb. Offshore. Sales 


Representatives, Chennai, 5 - 10 
Years, 
, experience in selling IT services. without a 


hardware or software product associated. 


Responsible for ‘researching & identifying new 
prospects, and utilizing a consultative sales 


: approach to close opportunities as necessaty. | 


‘Changepond Technologies Ltd., 


International Business Development | 


| Manager, Chennai, 5 - 15 Years, 
:399574Must. have a proven track record of 
lead generation, opening new accounts, and 


management of ongoing : client relationships. | 


: Should be able ` to. vnderstend customer’ s 
š tequirement. - x 


Cimcon Software ๓ Pvt. Id. Sales 
Manager / Sales. Bxeeurive, 
.12 Years, 


Ahmedabad, Pune, 3 
2218918Should. have. worked. in industrial 


-sector for marketing « of automation products: 


like AC Drives, PLC, SCADA, HMI, RTU. 
Should have basic know ledge of PLC /RTU'’s 


and 


| 88977 Applicant | should dave. 


Aptech's career courses, organizing college. /CA. 












Mumbai, Pune, 2- 5 Years, 25357 18 


deal. Candidate will have experience dn 
generating ` Offshore sales with | revenue 
oriented approach, cold — r: related t o an 2 die 
sales and prospecting only. | dS | ges 
consultation ` with eee and har : Hew lett Pack ard / HP - m dia,Pre . - 

Sales Consultant, Mumbai,5 - 6) yon, x 


2854221 | 


The; primary pre-sales technical interface with | 
the. customer, he/she. wil COT 
client's s business needs, interpret them, and dn 


produce the solution design. pops cn . “ as per E bd manage d 


Programs eee, s etc, 





have sound technical knowledge | 


ICICI ‘Prudential Life Insurance : 
mited, Manager - Priority Q 





Company L Lim 
Circle, Delhi,3- 4 Years, 2586950 


Responsible for business. development. with x 
high-end clients, recruitmenting and 
leadinging. a team of (High Networth 
Individuals) HNI advisors, portfolio Ñ 
mee of the dud clients & foe i 


circle. pr Emo 


Mens £ Global. Limited, Bosiness F ‘TY EN 
Developer, Gurgaon, 25 - 3 age) =: ales 1 i x Me 


2621630 ` 





/ SCADA. Should be able to close orders with "E 


customers under, y ariedci circumstances. 


field. Must hae s. of. O 1 0 
handled the — 0 0 in at Miet daca 


| recognize the. 
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5 Star India m La, "Executive | - 
: Marketing, Mumbai, t = a Yeats, 
2627353 ` v 

E Responsibilities due. dis tole include: 
execution of marketing strategies, follow ups. 
with Ad agencies, creating tie-ups for new 
launches and co-ordination with various. 
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e x financial statements jud lane pe he 
| auditors, 0 Honehhy Ms statements 
etc, ล เ 


_ | IBM Daksh Business. Process 
Services Pvt. Ltd., Deputy Manager 
À Financex, Chandigarh, + T Yens, 
2862581 ; | 
Job deaponsibllines inchide: ariana of 
finance model for business units to deliver 
revenue targets, ensuring regular. and timely 
— generation of invoices, ensuring that expenses 
are within budgets and timely. feporting of | 
. MIS reports related to finance 0007 | 


. Intellvisions. Software Ld. GM 
U (Finance), Mumbai, 4 c 5 Years; 
2856870 ` | | | 
- Candidate should be ide experience in Mock 
market. valuation, presentations. < liasoning 
with financial institutions, 
d projections etc, 


Accounts, ovr T =- E Years, 


2803951. 


| of TDS and fing associated: return. 


Avaya. India Pet — Lid, Chartered 
Accountant, Pune, 4-8 Years, 2875237. 
The candidate applying: for this job will be. 
responsible for managing finance and payroll: 

, for the services delivery: unit and llasoning: 
A with the US office for all finance sd 


matters. 


Caliber Point Business Solutions Lid, i 


Mana, ger- Finance, Mumbai, | 
3-5Years,2874740 ` | 


He needs to provide guidance, leadership A 
management. to the: Organization s financial. 
resources, handling day to day finance. Š 
accounts, MIS, s & ipt costing and 


handling tax matters. 


Contos Steel. Pus pus. 0 
Accounts, Mumbai, a - S “ 


2868033 


` Accountable: dor ‘finalization a Account 
preparing 1 MIS in respect of profitability 
bus & ne d of pu 






Responsible for handling: de to day 
accounting and tansfer price audit & statutory. 
audit, Responsible for monthly and. annually 
‘book closure. based. on IFRS & IGAAP. 
reconciliation. of. HFM & SAP. and 
compliance of accurate dedi uction and ae 


Osim India, Account Payable 
- Manager, Delhi, 3-10 Years, 2875080 : 
Should ensure timely payment to the vendors 
Wu service prov iders, proper. accounting of : 
- vendor invoices, compliance with all tax laws 
d Ç andinternal control systems, creditor control. : 


Pharmalab I; India Pvt. Ltd., Chartered ; 
Accountant, Mumbai, o - 10 years, : 


ear m x Mumbai, 3- 10 Years, 2867370 x x 
Responsible for collections for branches all. 

over India, maintaining c customers database in. 

า all major cities in India, checking bills, receipts, " 

| €redit. notes, debit notes, all types: of vouchers x 





| Sentini “Technologies, , duit. Marape 
(Accounts), o 945 — 
3857217 ` x 
| Accountable ` for. preparation E x monthly 
E financial statements like balance sheet, profit. 
3 & loss account espa & pam ments accounts Ht 


cash f low. 
"Should have. exposure in 
raising international finance and 
finance. 

Jee Software (P Lad., Account 
E Executive, Bangalore,- 2 - 3 Years, 
2846215 0 | 
-Selected person will maintain “books ot 
a accounts & filing documents, process pay rolls, 
prepares PE, ESI, TDS, and professional tax. 
Should have good Taaie of dme 
Accounting! functions. | 


tax related compliances. Should have ide 


Aroana, Mumbai, 
i 2846525. | | 


: acaly sing vnde 





etc. cand seroneiiation of E bank: statements. | 





; Tata Chemicals Lid., W Work Accounts- - ES 
Managet, Aligarh, Lucknow, 10 - -15 
Years, 2872005 | 
The candidate should have ` experince id 
"accounting. related to supplier dealings, excise 
-& Sales Tax, cost records, audit & handling. of. 








statutory. internal/ excise/ other audits. 


Preferably the candidate should. be fom 
| ferulizer / / chemical — | p 


Tesco - india,” Officer” - . Finance, 


: Bangalore, 1 - 3 Years, 2871892. 


Should have knowledge of accounting. 
standards and tax laws. Will provide assistance 


ja MIS reporting, budgeting, forecasting, 


finalization. of accounts, tax audit: and other 
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A widening cha m: Villagers have dug up most roads leading to Nandigram to keep out the police and CPI(M) members 








PHOTOGRAPHS BY SHAMIK BANERJEIE 


Battleground Nandigram 


A nondescript village in West Bengal has become a proxy for popular 
resistance to the government's SEZ policy, says RITWIK MUKHERJEE. 


9.00 a.m., Nandigram (Purba 
Medinipur), 165 km from Kolkata 


| HE PLACE RESEMBLES A 
war zone. Most roads 
leading up to Nandi- 
gram have been dug up; 
the craters are 2-3 feet 

deep and several feet across. Where 
they still exist, local villagers have 
erected makeshift brick walls, block- 
ing passage. And citizen's committee 
members patrol the area round the 
clock, stopping strangers (my col- 
league from BT Photo and Í were 
stopped at more than a dozen places) 
and generally keeping vigil against 
“biased news reporters, government 
officials and CPI(M) members". It's 
hard to believe that l'm in West 
Bengal, but the Party (a synonym 
for the ruling party) is clearly on 


the run in this neck of the woods. 
We reached Nandigram after a 
four-hour drive from Kolkata. From 
here, it was a 30-minute walk to 
Abu Tahir's bicycle shop in Chowr- 
inghee Bazar. Tahir, a leader of the 
Bhoomi Bachao Committee, is our 
local contact; the meeting has been 
arranged by a senior political leader 
in Kolkata. “Why do you want to 
go into the interiors?" he asks. We 
explain our mission, but he is dis- 
missive. “What's the point? You'll 


Revving up: Trinamool lends a hand 


f 





go back and write that there are 
only jungles here... might as well go 
back and write that anyway,” he 
says, somewhat menacingly, as an- 
other member of the committee, 
Seikh Sufian, walks in and joins the 
discussion. We press our point and 
finally convince them to give us a 
guide. A fairly large crowd has gath- 
ered around us by now. “Who are 
these people, Tahir Bhai?” they 
want to know. “Are they govern- 
ment agents?” Tahir replies in the 
negative and introduces us. “Don’t 
worry,” he says, “they’re not 
Buddha Babu’s agents; they work 
for a Delhi-based publication.” 


11.00 a.m.-3.00 p.m.: We've been 
riding on the carriers of two bicycles 
for the last hour. Our guides, 
arranged by Sufian and Tahir, take 
us through lush countryside dotted 


M bt reporter’s diary 


Bridge to nowhere: | 


with medium-size hamlets—we've 
passed by more than half a dozen of 
them in the time we've spent hitch- 
ing a lift. “About 80,000-85,000 
people live in 38 villages across the 
37 sub-divisions that the 
government wants to acquire," says 
one of our guides. Around us, we 


Final stroke 
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see crops of lentil, betel leaves, peas 
and paddy, giving lie to the gov- 
ernment's claim that it is acquiring 
mostly non-arable lands. Prawn 
farming is also big in this area. 

Our route takes us to a four- 
point crossing where a concrete 
bridge has been torn down to cut 
the area off from Haldia, a CPI(M) 
stronghold, 15 km away. A group of 
villagers is standing guard here. The 
leader, who, we later learn, is called 
Abdullah, flags us down. He's ob- 
viously well known to our guides 
who introduce us. 

"Arms and bombs are being 
smuggled in from Haldia using that 
route," he alleges, pointing to the 
Haldi river in the distance, “but 
we're prepared." What does he 
mean by ‘prepared’? He signals us 
to sit on a charpoy under a shady 
tree and explains: *Every Muslim 
family has a loud-hailer and Hindu 
family a conch shell. They have 
been instructed to play Azaan (the 
call for prayer) tunes on their loud- 
hailers or blow their conch shells at 
the first hint of trouble; that will 
alert our self-defence committees 
and give us notice of an impending 
attack." He adds that though the vil- 
lagers are armed only with sticks 
and sickles, they are prepared to 
take on their (allegedly) better- 
armed opponents if the need arises. 

And why isn't the government 
fixing the roads and the bridges 
that have been damaged? *We will 
not allow these to be repaired. They 
will only become conduits for the 





Party and the police to come and at- 
tack us," Abdullah adds. *We've 
been hardcore CPI(M) workers all 
our lives,” says a member of his 
group, “and know how the Party 
operates like the back of our hands.” 


3.00-6.00 p.m.: Our backs are 
breaking from being ferried around 
on cycles all day but we labour on. 
En route is a village called 
Jellingham. “The government ac- 
quired close to 1,000 acres of land 
here 18 years ago. The Party prom- 
ised us compensation and jobs in the 
factory that Burn Standard was sup- 
posed to put up on it. No money 
has yet been paid and, obviously, no 
jobs created (the plan for the factory 
has since been scrapped). So, how 
can we trust the government this 
time around?” Abdullah asks. 

The clock is ticking away. “You 
people had better head home. This 
place is not at all safe after sunset,” 
he says. I tell him that I want to 
meet some CPI(M) leaders to get their 
point of view. “Most of us have 
been CPI(M) workers for 30-35 years, 
but are now opposing the party’s 
decision to take away our land,” 
he says. And those leaders who re- 
main with the party have fled this 
area. I blink away my disbelief. 

West Bengal Chief Minister Bud- 
dhadeb Bhattacharjee has since called 
off all land acquisition proceedings 
till he comes out with an equitable 
and acceptable policy on the issue. 
Nandigram, meanwhile, continues to 
sit on the edge of a precipice. ü 








bt bookend 





king Your Mind Online 
Why blogs have taken on a life of their own and why com- 
panies are paying attention to them. SANJOY NARAYAN 


NAKED CONVERSATIONS OMPARED TO WHAT IT WAS FIVE OR SIX 
f DES -years ago, Microsoft's public image today 





By Robert Scoble/ | could be said to be, if not genial, far 
Sel Israel less diabolical. True, for a company that remains 
Wiley India the predominant supplier of operating systems 
349 for desktop computing it is still difficult to 


shake off the epithet “Evil Empire”. Yet 
Microsoft is not seen to be as feared a 
juggernaut as it once used to be. One factor for 
the change is certainly the company’s own pub- 
lic policy that is now far less combative and 
more conciliatory—Bill Gates’ own public pro- 
nouncements, even when he talks about the 
competition, are more benevolent than con- 
frontational. It helps too that Gates’ charitable 
initiatives win him and his company tons of 
brownie points that, consequently, influence 
how the public looks at Microsoft. Yet, there 
may be a not-quite-measurable factor that may 
have contributed to the ogre-to-not-too-bad 
image transition. If you believe Robert Scoble, 
it is by allowing (indeed, patronising) its 
employees to blog. Thousands of Microsoftians 
blog but Scoble (who quit the software giant last 
year) was the star among them. His blog (www.scobleizer.com) 
became one of the web's most popular. Reason: his employers never 
filtered it or spun it to suit their own PR needs. 

Who better than Scoble to do a book that advises companies and 
businesses on how to use blogs to make things better? Scoble and Shel 
Israel (a technology innovator) have written Naked Conversations as a 
business book. In fact, while working on it, they uploaded every 
chapter as it was written on a blog before it was published. 

Meant to be a business book, Naked Conversations, besides making 
a case for the benefits of business blogging, is useful as a primer to those 
uninitiated in the practice of blogging. Indeed, it is a sort of DIY guide 
to business blogging, peppered with heaps of anecdotal evidence of how 
companies (mainly in the Us) have reaped the benefits in terms of 
burnishing their image (like Microsoft), advertising their services or just 
being able to communicate better with their customers. Business blog- 
ging, the authors demonstrate, works and the faster you adopt it the 
better it is for your business. 

Still, although Scoble and Israel have tried to make their book a 
useful tool for would-be business bloggers (including tips on how 
not to run afoul of company policies while blogging as an employee), 
corporate or business bloggers will always run the risk of being seen as 
undercover representatives of the businesses they work for. In many 
parts of the blogosphere where individualism rules, sometimes that could 
be too high a price to pay. 
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idian bands are gaining in popularity but they need institutional 
support before they can become mainstream. sHIVANGI MISRA 


E'VE ALL WITNESSED THE MAGIC OF MUSIC. 
We all have our favourite songs and bands. 
And many of us harbour secret desires of 
becoming rock stars! But very few of us re- 
ally exhibit the commitment to go that extra mile to live 
out our dreams. However, that is changing, albeit 
very slowly, and some Indian bands, like Euphoria 
and Indian Ocean, to name just two, have found mod- 
erate fame and a modicum of financial success. And 
there are many more in the making. But the question is: 
are we ready to accept and experiment with various 
forms of music or do we rather have them play covers 
and get on with their lives? More importantly, is the 
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market big enough to sustain these independent bands 
solely on the basis of their music? 

In the past decade, the Indian music industry has 
witnessed significant changes. Perhaps the most obvi- 
ous is the growth in comfort levels of the Indian pub- 
lic with various genres of music. Gigs and live per- 
formances, which were earlier restricted to college 
festivals, have marked out their presence in pubs and 
during festivals like Durga Puja. Some bands, like 
Thermal and a Quarter and Junkyard Groove, have 
even travelled abroad and opened shows for big daddies 
like Deep Purple and Jethro Tull. Events like Great 
Indian Rock (GIR) and the Hornbill Festival, though 





TAAQ: |! claims that half of its fans are from the US and the UK 


recent, also did their bit to popularise live music bands. 
All in all, the time is ripe for these independent bands to 
showcase their own talent instead of singing songs 
written and composed by their famous western coun- 
terparts. Today, there are over a hundred Indie bands in 
the country playing their own music. 


This Bangalore-based band got together way back in 
1996 and, since then, has witnessed many changes in its 
playing order. Today, it has four members—Bruce 
Lee Mani (guitar), Rajiv Rajagopal (drums), Sunil 
Chandy (bass) and Ajit Abraham (vocals). TAAQ, as it is 
popularly called, has performed in Glasgow and 
London, and opened shows for Deep Purple in 2001 
and Jethro Tull in 2006. Today, it claims that half of its 
fans are from the Us and the UK, which is a great step for 
an Indian rock band. Interestingly, TAAQ uses soft- 
ware like BitTorrents to distribute its music free of cost. 
Website: www.taag.in 







This band first came tog- 
ether in 2001 and is based 
out of Shillong. The core 


Ong-based 


" 


team comprises Rudy 
Wallang (guitar) and Tripriti 
Kharbamgar (vocals), Ferdy 
(bass) and Sam Shullai 
(drums). One of its songs, 1 
am, has been featured in the 
international music channel, 
VH1, and the foursome has been invited to compete in 
the 23rd International Blues Challenge scheduled for 
February 2007 in Tennessee, Us. 

Website: www.soulmatemusic.net 


The name is a literal English translation of Patli Galli. 
This is, arguably, the most versatile band in the coun- 
try and has never hesitated to experiment with genres 
like rock, pop, funk, R&B, reggae and the blues. It 
started off by playing covers but soon graduated to mak- 
ing its own music. Based in Kolkata, Skinny Alley, 
which has spent many years touring the country, com- 
prises Jayashree Singh (vocals), Amit Datta (guitar), 
Gyan Singh (vocals and guitar), Jeffrey Menezes (key- 
boards) and Jeffrey Rikh (drums and vocals). One album 
strong, the band members take great pride playing 
their own music. 

Website: wwww.skinnyalley.com 


This Chennai-based band has four members—Ameeth 
Thomas (vocals), Siddhartha Srinivasan (guitar), Craig 
Maxworth (bass) and Jerry Abraham John (drums)— 
and was formed just two years ago. It's a band of 
youngsters—Siddhartha is still in college—and will 
be opening shows for international bands like Iron 
Maiden, Incubus, Prodigy and Children of Bodom at 
the forthcoming Dubai Desert Rock Festival some- 
time in March. Junkyard Groove has also signed a 
three-year contract with Creative Kingdom Records (US) 
which will produce and promote its first album for 
which it begins recording next month in Dubai. Clearly, 
this is one band to watch out for! 
















Webpage: www.myspace.com/junkyard- 
groove l.com 


Them Clones 
Formed in July 2000, band members Prithvish 
(vocals), Gucci (guitar), Joseph (guitar), Romit 
(guitar) and Dev (bass) have stuck it out for 
the past six years, and have performed at 
several college fests, corporate events and 
rock festivals. Their high point: playing at 
events like vH1 Rock Rulz and JD Set 
International Festival in London in 2006. 
They are in the process of releasing their sec- 
ond album, the recording for which is being 
done at Empire Studios, Mumbai. 
Website: www.themclones.com 


Pin Drop Violence 

Based out of Mumbai, the band was 
formed in November 2000 by 
Pradeep and Rohit, who had been in 
college together. Today, Pin Drop 
Violence comprises Pradeep Miranda 
(vocals), Mithun Pujari (guitar), Visti 
Honavazir (guitar), Rohit Perreira (bass) 
and Virendra Kaith (sound engineer). 
The band is one album old (Compose 
Oppose Dispose was released in July 
2004) and was among the top three Indie 
bands that were slated to open the Dubai 

Desert Rock Festival. Its second album, 

Right II Riot, is scheduled for release sometime next 
month. Says Perreira: *We'd love to make a full- 
time living out of our band but as of now, that does 
not seem to be an option." 

Webpage: www.myspace.com/guttermint.com 


There are several other bands that have great talent 
and are making good music but money, or, rather, 
the lack of it, often plays spoilsport and forces 
members to drift away in search of other, more 
sustainable, professions. The cost of instruments, 
recording studios, travelling, cutting an album, sales 
and promotions are just some of the issues that 
cannot be sorted out without money and institutional 
support. Festivals like GIR and Strawberry Fields 
(NLSUI, Bangalore) that provide platforms to over 50- 
60 Indian and other South Asian bands, are just 
some examples of what needs to be done. 

Besides mainstream rock, metal, blues and jazz, 
there are several regional bands that play fusion— 
essentially regional language lyrics set to tunes influ- 
enced by rock and jazz. One such band, Avial, which 
is based out of Kerala, plays Malayalam rock. Similarly, 
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Skinny Alley: Arguably, the most 
versatile band in the country 


bands like Bhumi and 
Chandrabindu are very fam- 
ous in Bengal. These bands 
are quite popular even with 
the Indian diaspora abroad, but in the absence 
of institutional sponsorships, foreign tours are hard to 
come by and a lot depends on luck. Currently, they dis- 
tribute their music by uploading it on websites like 
MySpace.com, or through e-mails or even BitTorrent. 
Several of these bands have also been featured on in- 
ternet radio services like Radio Verve and Split Radio. 
Verve is run by Gaurav, Shreyas and Kaustabh and is 
based out of Bangalore, while Split is based in Mumbai. 
Adhiraj Mustafi, MD, Prospect Event Management 
Company, says: “A lot is happening in the industry. 
There are enough discerning listeners and fans of live 
music around, and there are some great bands doing 
the rounds.” Some of the music tracks being pro- 
duced by these bands are of international quality so 
much so that it’s hard to spot the difference, but very 
few sponsors and record companies are willing to 
take the risk of backing these mostly non-Hindi bands 
that don’t cater to the “pop” segment. Endorsements, 
sales, studio businesses, commissioned work, per- 
formance and appearance fees are just some of the 
other avenues that bands have to explore today. But 
given the growing domestic and international interest 
in them, one hopes to hear a lot more of these Indian 
bands in the days to come. 
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bt treadmill 


RAMEN SARKAR 


A Winter Strategy 


something a gym-mate said the other day—is to forget about how 

your body is looking because in any case you're going to be layering 
it with lots of clothes to keep warm; so take it easy during winter and for- 
get about the extra kilos you add. The second way is to use winter to pre- 
pare for spring and summer; make the most of emptier gyms and get into 
shape before the time comes to shed those layers of fabric. 'm sure you can 
guess which of these views Treadmill espouses. 

For this edition of a get-ready-for-after-winter workout, let's focus on 
the mid-section. No physique is set off better than by a perfectly chiseled 
set of abdominal muscles. Call it a six-pack or a washboard, ripped abs are 
what separate the seriously fit from the just fit. 

This column has in the past gone on and on about how just doing 
crunches, side-bends and leg raises or a whole host of other exercises can't 
get rid of your belly fat. You just can't reduce fat in one spot of your body 
because it loses fat holistically and not in isolation. And to lose overall 
fat you have to do three things together: follow a workout schedule that 
combines cardio-vascular 
sessions, resistance ses- 
sions and a diet that is 
sensible and balanced. 

Having said that for 
the umpteenth time, let's 
look at what exercises you 
should do to tone your 
tummy. The best one is 
the oldest one in the 
book—the good old fash- 
ioned sit-up. Here's how 
to do it. Lie on your back 
with your feet flat on the 
floor and knees bent. With 
your hands on either side 
of your head, crunch your torso upwards trying to use your abs to drive the 
movement. Try to touch your knees with your elbows (it doesn't matter 
whether you can actually do so). Your abs muscles must remain contracted 
through the movement. Hold the raised position before you slowly lower 
your torso back to the starting position. The key is to do the lowering move- 
ment very slowly. This is one repetition. Do three sets of 10-12 each. 
Precaution: don't bend your neck and try to keep your head in its natural 
position (Tip: imagine you're holding an apple between your chin and chest). 

Some people exercise their abs every day. Others focus on it once a week. 
| think if you can spend five minutes on your abs four or five times a week, 
you can expect to see results. Here goes my advice for the umpteenth + 1 
time: just doing crunches, raises or bends won't get you the six-pack 
you're seeking. Hint: re-read the third paragraph of this column! 


À $ HERE ARE TWO WAYS OF LOOKING AT WINTER. ONE WAY—AND THIS IS 





MUSCLES MANI 


write to musclesmani@intoday.com 
Caveat: The physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 








HEALTH TIPS FOR 
WOMEN EXECUTIVES 


ORK-LIFE BALANCE FOR WOMEN 
Wi assuming greater signifi- 
cance these days. Here are a few 
things you can do to achieve it. 


Eat figs. Says Dr S.K. Aggarwal, 
Consultant, Fortis Hospital, Delhi: 
“Figs are rich in calcium, iron, 
phosphorus and potassium. They 
also have high fibre content. Eat 
five dried figs a day. These will 
provide the best bone protection 
you can get.” Fresh figs also make 
wonderful mild exfoliators. They 
contain an enzyme that helps 
remove dead skin cells. 


Go easy on fatty foods. Says 
Dr Aggarwal: “Excess weight can 
put you at risk of developing a 
heart disease, diabetes and can- 
cer. Exercise regularly to burn 
calories and stay in shape.” 


Drink wisely. Imbibe moderate 
quantities of alcohol; drink 500 ml 


- of cranberry juice every day; this 


will prevent harmful micro- 
organisms from sticking to the 
bladder and causing infections. 


Sleep secrets. Sleep on your 
back to prevent wrinkles. If you 
sleep on your side or with your 
face down, the pressure on the 
face causes the skin to wrinkle. 
Also, choose a medium-soft mat- 
tress. It puts less pressure on 
the shoulders and the hips. 


Make-up mantras. Consult spe- 
cialists before using lotions if you 
are prone to allergies. Reduce the 
power of your hairdryer: the noise 
it generates every day on the most 
powerful setting can affect your 
hearing in the long-run. 

Balance your act. Family time is 
the hardest to prioritise. Says Dr 
Aggarwal: “The secret is to plan 


. ahead and make your plans clear 


to everyone. Being organised will 

maximise the time you can spend 

enjoying life with your family." 
MANU KAUSHIK 
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bt, printed circuit 


Opening Up a New Vista 






BT's resident geek tries out Microsoft's new operating system and brings you his verdict. 


rundown of various features of Vista, the new 

Microsoft Operating System, Í was impressed, 
but there was nothing that really made my eyes pop 
out of my head. The new graphics engine, Aero, 
with its 3-D window preview mode, is quite neat— 
especially the bit that keeps the content going on these 
windows even in preview mode and the very inno- 
vative search box and gadgets on the sidebar—but it 
didn’t make my jaw drop. 

Then I saw the new version of Office—Office 
2007—and I am still trying to pick up my jaw from the 
floor. Let’s be honest; while Windows whirrs away in 
the background, we end up using the Office suite of 
programmes in the foreground; they are more in- 
your-face. While most Windows stability issues were 
fixed when the XP SP2 was issued (so the software 
started crashing less) and while Windows Vista is sup- 
posed to be much more secure, the new versions of 
Office are a tremendous step forward in usability. 

It won't take you any time to adjust to Vista, 
even though it may take you some to learn all the cool 
features (the 3-D preview is activated by pressing 
the Windows and tab keys together). The learning 
curve on Office will be a lot steeper, and this version 
(at least from the brief glimpse I got of it) seems a lot 
more fun if nothing else. 


| ee BE HONEST. WHEN I WAS BEING GIVEN A 


processor (a P-III generation processor) with only 128 
megabytes of RAM, but you have to be very brave to 
do that. Trying to get Windows XP on a P-III gener- 
ation processor is near-impossible; I doubt I will 
want to try and run Vista on an old machine. 

Both Vista and Office take advantage of multi- 
core processing; so, very honestly, if you want to run 
these two pieces of software—which will become as 
dominant as their predecessors were—you should get 
some serious hardware, like multi-core processors 
and at least 512 megabytes of RAM (a couple of giga- 
bytes is better), and maybe a dedicated graphics card. 
And all that isn't very expensive anymore—unless 

















Expect to start seeing 
some really crazy 
PowerPoint presenta- 
tions in the near future 
(God save those of us 
who have to attend 
press conferences). 
Has Vista been 
worth it? I should hope 
so. I have put off buy- 
ing a computer for al- 
most half a year because 
of Vista, and while 
some manufacturers 
have a tech guarantee 
programme that prom- 
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upgrade to Office 2007 


-— 


Clicking it right: Cool features add to fun 





you want an LCD Monitor. 
Vista will be available in six 
different flavours starting with a 
Starter Edition for first-time 
users. There are two more home 
editions—Basic and Premium 
(that should become the most 
popular ones because of their 
Media Center capabilities) and 
two business editions, Vista 
Business (small businesses) and 
Enterprise (the name says it! 
This is possibly the edition you'll 
end up using in office). And 


ises low-cost upgrades (check with the manufac- 
turer of your computer if you have bought a rc/lap- 
top in the last six months), Vista and Office will 
require some serious computing power if you want to 
use their full capabilities. Microsoft claims you can 
run Vista on a machine with an 800 megahertz 
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there is going to be Vista Ultimate with the best of both 
worlds—which will also be very expensive. 

Vista has been delayed quite a few times, but from 
the little look I got, it should be worth it. Now to buy 
that computer. 

KUSHAN MITRA 
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Greg Norman imported straw hats, coolest option to wear on the golf course. (MRP Rs.1900/-) 
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HONO pitch mark repair tool and 3 ball markers 


Total Set (MRP Rs.125/-) 


6 Top Flite XL straight golf 
balls. Improves distance — 
reduces hooks & slices 

(MRP Rs.365/-) 














HONO Pouch - Holder for 
2 balls. (MRP Rs.125/-) 


Great range of the mercerized Greg Norman 
premium polos. (MRP Rs.799/-) 






>If Digest India - the Indian edition of the world's largest selling golf magazine provides vital tips from world renowned golfers on how to play better golf 
uable insights on picking the right equipment and getting the maximum out of them. Precious knowledge on how to play on different golf courses around 
world. A good dose of news, views and experiences from Indian golf. 
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year offer - Greg Norman premium polo 6 Top Flite XL straight golf balls + HONO ball pouch + tees + HONO ball markers & pitch mark repair tool 
rear offer - 6 Top Flite XL straight golf balls + HONO ball pouch 


SUBSCRIP TION INVITATION AND SAVINGS FORM 
3! Start my subscription to Golf Digest India for 1 Year [] 2 Year |] 3 Year Í] 












[-shirt --------- (Style: A1, A2, B1, B2, C1, C2) SizeS D) MO L Dj xL DJ) xo 

e ~ 

ity Code ............(Off.) a TM .» (R8S.)....... a .. (Fax)... (Email:) - 
H} 

5e find enclosed Cheque/DD number: sei T T enn Drawn on (specify bank & branch) = 

is WD Gated. ... | favouring Living Media India Ltd. (Please add Rs. 10 for non- Delhi payment) m 

lease charge my Credit card [Ell le) OSS CIT card No I 0 anam LITTILCITI] expiry bate: wT ]|vLT] 

of Birth . . . , . i idis esed ka AS FOI ess Signature 

L] ;' * $; 

x valid till stocks last" Conditions apply ar f fDi at 

J11) 4103 4706 / 23684848 Living Media India Limited, Videocon Tower, 13th Floor, ก UUL Dil ] eS 

c ^ TiTTUi Inv dX7 b " 





E-1 Jhandewalan Ext ? New Delhi-1 10 055 cmi RR ope to play, what to play, where to play 


wecare@intoday.com 





Interpreting India 


MOST EXPAT CEOS CONSIDER THEMSELVES LUCKY IF 
they manage to wrap up their India stint without 
losing an arm and a leg (figuratively, of course). So, 
picking up the pen to interpret the strange new 
market is not something most of them would dare 
do. But Perfetti India’s Chairman STEFANO PELLE 
loves to dare. Which is why he not just accepted the 
India assignment eight years ago, 
but has created a Rs 600-crore 
confectionery major in the 
country. Perhaps that’s why 
it didn’t seem too preten- 
tious when the 42-year-old 
Italian unveiled his first 
book, called Understanding 
Emerging Markets— 
Building Business BRIC 
by Brick. “It took me 
six months to write 
the book, but it is 
based on my expe- 
riences over the 
last 22 years,” 
says Pelle, whose 
wife is from 
Kerala and a 
dentist to boot. 
Evidently, Pelle, a 
one-time opera sin- 
ger, conductor and 
pianist, enjoys writ- 
ing as much as runn- 
ing Perfetti. He’s alr- 
eady begun work on 
his second book. 
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Infrastructure Cheerleader 


LAST YEAR, VINAYAK CHATTERJEE, 47, CHAIRMAN, 
Feedback Ventures, managed a small victory when 
Planning Commission's approach paper to the 11th 
Plan (2007-201 1) put in a small mention of some- 
thing he had been lobbying for a while—an estimate 
of the gross capital formation in infrastructure in 
India as of now. Thrilled, Chatterjee is now lobbying 
for bigger things—like an entire Infrastructure 
Ministry. Why? To serve infrastructure investors 
‘cooked’ projects—his friendly term for bankable 
projects. However, this mission may turn out to be 
tougher than he expects. The 20-odd line min- 
istries that could possibly be merged into this over- 
arching ministry will not let go so easily. “When 
will these Kumbhakarns decide to wake up?" asks 
an exasperated Chatterjee, an alumnus of Indian 
[nstitute of Management, Ahmedabad. He's been 
asking that question for years now. And the gov- 
ernment's answer to that seems to be, well, infra- 
structure is a long-haul story. 








WHEN MERCER HUMAN RESOURCE CONSULTING ASKED ITS NEW ASIA HEAD WHERE HE WOULD 
like to be located, he picked not Hong Kong or Singapore, but Chennai. Don't be 
too surprised. RAJAN SRIKANTH, 44, is a native of the city. But more importantly, the 
former Walter A. Haas School of Business (University of California) assistant pro- 


fessor and consultant (he's worked with KPMG Peat Marwick and Bain & Co, among 
others), who spent 22 years in the US, hopes to as much learn as teach in Asian 
markets. "Mercer offers me an opportunity to work from a CEO's agenda—to look 
at leadership issues and blend them top down," he says, explaining his move from 
Accenture. Srikanth, whose wife is a Bharatnatyam dance teacher, is also in charge 
of Mercer's Human Capital Advisory Services in Asia. Given Asia's talent crunch, 
Srikanth will have plenty of advising to do. 
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Taking the Plunge 


FOR 15 LONG YEARS, B.V. NAIDU WAS THE FIRST PORT 
of call for any tech company wanting to set up 
shop in Bangalore or Hyderabad. And in those 
years, the 42-year-old Director of Software 
Technology Parks of India (stp!) watched as many 
of the entrepreneurs he helped and advised went 
on to strike pay dirt. Finally, Naidu has decided not 
to merely watch, but take the plunge into the 
heady industry. He has joined SemIndia as the 
Managing Director to execute its $3-billion FabCity 
(to make semiconductors) coming up in 
Hyderabad. ว ซี had achieved all | could at STPI,” he 
says. “Although I would be lying if I didn’t admit 
š that the lure of a private sector pay packet was also 
Surprise Frontrunner a reason,” he adds with a grin. With the semi- 


conductor policy far from clear and plenty of 


VYHAW NVAIA 





LEADING THE RACE TO BECOME THE PETROLEUM lobbying still to be done by Semlndia, Naidu 
regulator is LABANYENDU MANSINGH, 60, who recently seems like the perfect man for the job. 

retired as Secretary, Consumer Affairs. À career bu- 

reaucrat who worked in economic ministries ranging SPAN 


from trade to industry, Mansingh, however, did not 
serve in the petroleum sector. The only other con- 
tender, Sushil Tripathi, interestingly, recently retired as 
Secretary, Ministry of Petroleum. So, why does the gov- 
ernment's recruitment panel seem to prefer Mansingh 
over Tripathi, who would arguably take less time to kick 
off mature regulations? The reasons aren’t apparent but 
wags in the bureaucracy point to one of Tripathi’s 
key decisions during his tenure as Petroleum Secretary, 
and which was to get Reliance Industries to bear the 
subsidy burden in the petroleum sector. Last year, RI 
forked out close to Rs 750 crore. That Mansingh is a 
close family friend of Petroleum Minister Murli Deora 
is also no secret. Surely, the minister could take no 
chances. After all, oil is slippery. 
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The Unlikely Geek 
h> 


| js} R SOMEONE WHO Dit HOOL BUT PRIN T HOME, RISHAB AIYER GHOSH 
but erudite. The 31-year-old founder and Managi Te Editor of First Monday. a wi jel 
, peer-reviewed online international journal about the internet. is also an open 
and is based in the Netherlands. But he makes a trip to India every year 


mauct workshops and do research work. Ghosh is actively involved in ini 


pi ited to government poli V OF FI í SS (Free/Libn Open Source Software) ท | IrODO 


‘We have to realise that there is a very tangible market dynamic to the free econ 


` internet, and money is not the prime motivator of most procgucers of the ners 
ays the Delhi boy, who can sing dhrupad | Diay the cello. He is Currently 


nm NIS weekly column, Electri reams, on information society 
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CONTRIBUTED BY PALLAVI SRIVASTAVA, SHALINI S. DAGAR, 
NITYA VARADARAJAN, BALAJI CHANDRAMOULI AND VENKATESHA BABU 
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NAME: S 
AGE: 71 

DESIGNATION: Chairman 
GROUP: Hinduja Group 


CHAKRAVORTY 


A Man of Varied Interests 


.P. HINDUJA, THE ELDEST OF THE FOUR HINDUJA BROTHERS, I$ ONCE AGAIN IN THE NEWS. FIRST, 

it was the Hinduja Group’s interest in bidding for Hutchison Essar. The group is no 

stranger to telecom and its erstwhile operation in Gujarat, which was eventually 
merged with Hutchison Essar, is today one of the most profitable telecom operations in the 
country. While the decision of the group to sell its minority stake in the company in mid-2006 
fetched it a useful $450 million (Rs 2,025 crore), the recent decision to bid for the company 
was rather sudden. The other new development is his desire to revive the group’s coal-fired 
power project in Visakhapatnam. This 1,040 Mw project has been delayed for several 
years. It was initially under a company called Hinduja National Power Corporation. 
Today, the group is keen on getting its act together on the project with a new model where 
the state would not do much apart from transferring the land. While the group currently holds 
1,000 acres, it is seeking the transfer of another 2,000 acres. 

The $11-billion (Rs 49,500-crore) Hinduja Group—that’s the consensus figure floating 
around; most group companies are privately held; hence, there are no official estimates on 
how large it is—is also looking at investing in a big way in India. It is believed to be looking 
at the insurance and auto ancillary sectors. While the group already has a reasonably large 
presence in India through companies like Ashok Leyland, IndusInd Bank and Hinduja TMT, 
its broader focus has always been the overseas markets. 

S.P. Hinduja, who is based in London, is keenly involved in issues related to philosophy 
and spiritualism and is often heard talking about dharma and philanthropy. Projects like the 
Hinduja Foundation, the group's philanthropic institution, consumes a large part of his time. 
Clearly, for S.P. Hinduja, life is not just about work. I 





KRISHNA GOPALAN 
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JM FINANCIAL 


NEW MILESTONES THROUGH ` 
CONTINUED EXCELLENCE. 


Capital Market Transactions: Jan - Dec 2006 






Unitech Corporate Parks 


ลั ต ร ร ร ร ุ ุ ล ร ์ 


Reliance Petroleum Ltd 








Cairn india Ltd 



















Sg G 
Reliance 


IPO 
Rs. 2700 Crore 















AIM IPO 
GBP 360 Mn 
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Parsvnath Developers 








Porsvnoth Developers Lid. 


WY PROMOTERS. BULDERS, DEVELOPERS & CONTRACTORS 


IPO 
Rs. 1090 Crore 


LANCO - 
INSEING GROWTH 


IPO : 
Rs. 1067 Crore ^ 










IPO 
Rs. 801 Crore 









“VISA Steel D. 


VISASTEEL `] 


GVIC 


IPO 
Rs. 257 Crore 













ENTERTAINMENT NETWORK [INDIA] LTD. 


IPO 
Rs. 214 Crore 















IPO > 
RANBAXY 


LABORATORIES LIMITED 


Development | Bank of Baroda | 


Credit Bank 


DCB | 
















gui alus qut 
Bank of Barada 


FPO 
Rs. 1633 Crore 























FCCB 
USD 440 Mn 


เณ ณ ณ์ แน นะ น แน 


"Mahindra & Mahindra Hindalc 
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FCCB 
USD 200 Mn 


Jain irrigation 
poe LM 















FCCB Rights issue 1 
USD 60 Mn Rs. 2226 Crore Ñ 


Sale of GAIL 
shares held by 106 


Sale of ONGC E 
shares held by 10C 


Titan Industries Ltd. 


db TITAN 


Rights Issue 
Rs. 127 Crore 































Block Trade 
Rs. 3674 Crore 


Block Trade 
Rs. 562 Crore 


Apollo Tyres ICICI Bank | 


icici Bank 


Perpetual Non-cail 
10 hybrid tier | 
1 issue - USD 340 Mn 


. (Q) avouo ก า ก ล ย ธ tr». 








Extended Your bribaeguine 


ADR 
USD 255 Mn 










QIP 
Rs. 250 Crore 
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www. jmmorganstanley.com ๑ www.imfinancial.in 


